\^ 


IMPACT  OF  FEDERAL  MANDATED  MARITIME  USER 

FEES 

f  4.  M  53;  103-14        ' "  '   ^^^^^^^^'^^^^^ 

npact  of  Federal  Handated  Haritine. . .    'AKliNLj 

EFORE  THE 

(SUBCOMMITTEES  ON 
COAST  GUAED  AND  NAVIGATION 
AND  MERCHANT  MAKINE 

OF  THE 

COMMITTEE  ON 

MERCHANT  MAEINE  AND  FISHERIES 

HOUSE  OP  REPRESENTATIVES 

ONE  HUNDRED  THIRD  CONGRESS 

FIRST  SESSION 
ON 

THE  GENERAL  ACCOUNTING  OFFICE'S  STUDY  ON  THE 
IMPACT  OF  FEDERALLY  MANDATED  USER  FEES  ON 
THE  MARITIME  INDUSTRY 


MARCH  25,  1993 


Serial  No.  103-14 


Printed  for  the  use  of  the  Committee  on  Merchant  Marine  and  Fisheries 

SEP  2  7  1993 

U.S.   GOVERNMENT   PRINTING   OFfL,^ '^.P' ^j^^^ti^  U6f?/|?^ V 

WASHINGTON  :  1993  ""'*^'TCr|CO^I„.^lprr 


For  sale  by  the  U.S.  Government  Printing  Office 
Superintendent  of  Documents.  Congressional  Sales  Office,  Washington,  DC  20402 
ISBN    0-16-041191-2 


\\^  '    IMPACT  OF  FEDERAL  MANDATED  MARITIME  USER 
^^  FEES 


'  4.  H  53: 103-14 

npact  of  Federal  Handated  Haritine. . .    'AKiiNJLr 

EFORE  THE 

(SUBCOMMITTEES  ON 
COAST  GUAED  AND  NAVIGATION 
AND  MERCHANT  MARINE 

OF  THE 

COMMITTEE  ON 

MERCHANT  MAEINE  AND  FISHERIES 

HOUSE  OF  REPRESENTATIVES 

ONE  HUNDRED  THIRD  CONGRESS 

FIRST  SESSION 
ON 

THE  GENERAL  ACCOUNTING  OFFICE'S  STUDY  ON  THE 
IMPACT  OF  FEDERALLY  MANDATED  USER  FEES  ON 
THE  MARITIME  INDUSTRY 


MARCH  25,  1993 


Serial  No.  103-14 


Printed  for  the  use  of  the  Committee  on  Merchant  Marine  and  Fisheries 

SEP  2  7  1993 

U.S.    GOVERNMENT   PRINTING   OVVtaSl^^^^^!^^^P^^  tS^^j^^ 

WASHINGTON  :  1993  ""^'TCriCO/JDT^ilPftr 


For  sale  by  the  U.S.  Government  Printing  Office 
Superintendent  of  Document.s,  Congressional  Sales  Office.  Washington,  DC  20402 
ISBN   0-16-041191-2 


COMMITTEE  ON  MERCHANT  MARINE  AND  FISHERIES 
GERRY  E.  STUDDS,  Massachusetts,  Chairman 


WILLIAM  J.  HUGHES,  New  Jersey 

EARL  HUTTO,  Florida 

W.J.  (BILLY)  TAUZIN,  Louisiana 

WILLIAM  O.  LIPINSKI,  Illinois 

SOLOMON  P.  ORTIZ,  Texas 

THOMAS  J.  MANTON,  New  York 

OWEN  B.  PICKETT,  Virginia 

GEORGE  J.  HOCHBRUECKNER,  New  York 

FRANK  PALLONE,  Jr.,  New  Jersey 

GREG  LAUGHLIN,  Texas 

JOLENE  UNSOELD,  Washington 

GENE  TAYLOR,  Mississippi 

JACK  REED,  Rhode  Island 

H.  MARTIN  LANCASTER,  North  Carolina 

THOMAS  H.  ANDREWS,  Maine 

ELIZABETH  FURSE,  Oregon 

LYNN  SCHENK,  California 

GENE  GREEN,  Texas 

ALCEE  L.  HASTINGS,  Florida 

DAN  HAMBURG,  California 

BLANCHE  M.  LAMBERT,  Arkansas 

ANNA  G.  ESHOO,  California 

THOMAS  J.  BARLOW,  III,  Kentucky 

BART  STUPAK,  Michigan 

BENNIE  G.  THOMPSON,  Mississippi 

MARIA  CANTWELL,  Washington 

PETER  DEUTSCH,  Florida 

GARY  L.  ACKERMAN,  New  York 


JACK  FIELDS,  Texas 

DON  YOUNG,  Alaska 

HERBERT  H.  BATEMAN,  Virginia 

JIM  SAXTON,  New  Jersey 

HOWARD  COBLE,  North  Carolina 

CURT  WELDON,  Pennsylvania 

JAMES  M.  INHOFE,  Oklahoma 

ARTHUR  RAVENEL,  Jr.,  South  Carolina 

WAYNE  T.  GILCHREST,  Maryland 

RANDY  "DUKE"  CUNNINGHAM,  California 

JACK  KINGSTON,  Georgia 

TILLIE  K.  FOWLER,  Florida 

MICHAEL  N.  CASTLE,  Delaware 

PETER  T.  KING,  New  York 

LINCOLN  DIAZ-BALART,  Florida 

RICHARD  W.  POMBO,  California 

HELEN  DELICH  BENTLEY,  Maryland 

CHARLES  H.  TAYLOR,  North  Carolina 

PETER  G.  TORKILDSEN,  Massachusetts 


Jeffrey  R.  Pike,  Staff  Director 

WiLUAM  W.  Stelle,  Jr.,  Chief  Counsel 

Mary  J.  Fusco  Kitsos,  Chief  Clerk 

Harry  F.  Burroughs,  Minority  Staff  Director 


Subcommittee  on  Coast  Guard  and  Navigation 
W.J.  (BILLY)  TAUZIN,  Louisiana,  Chairman 


WILLIAM  J.  HUGHES,  New  Jersey 
EARL  HUTTO,  Florida 
H.  MARTIN  LANCASTER,  North  Carolina 
THOMAS  J.  BARLOW  III,  Kentucky 
BART  STUPAK,  Michigan 
WILLIAM  O.  LIPINSKI,  Illinois 
OWEN  B.  PICKETT,  Virginia 
GEORGE  J.  HOCHBRUECKNER,  New  York 
FRANK  PALLONE,  Jr.,  New  Jersey 
GREG  LAUGHLIN,  Texas 
LYNN  SCHENK,  California 
ALCEE  L.  HASTINGS,  Florida 
BLANCHE  M.  LAMBERT,  Arkansas 
GENE  TAYLOR,  Mississippi 
GERRY  E.  STUDDS,  Massachusetts 
(Ex  Officio) 


HOWARD  COBLE,  North  Carolina 
HERBERT  H.  BATEMAN,  Virginia 
WAYNE  T.  GILCHREST,  Maryland 
TILLIE  K.  FOWLER,  Florida 
MICHAEL  N.  CASTLE,  Delaware 
PETER  T.  KING,  New  York 
LINCOLN  DLAZ-BALART,  Florida 
JAMES  M.  INHOFE,  Oklahoma 
RICHARD  W.  POMBO,  California 
JACK  FIELDS,  Texas  (ExOfficio) 


EuzABETH  Megginson,  Staff  Director/Counsel 

Rusty  Savoie,  Professional  Staff 

Ed  Lee,  Minority  Professional  Staff 


Subcommittee  on  Merchant  Marine 


WILLIAM  O. 
OWEN  B.  PICKETT,  Virginia 
GENE  TAYLOR,  Mississippi 
THOMAS  H.  ANDREWS,  Maine 
LYNN  SCHENK,  California 
GENE  GREEN,  Texas 
ALCEE  L.  HASTINGS,  Florida 
JACK  REED,  Rhode  Island 
ELIZABETH  FURSE,  Oregon 
BART  STUPAK,  Michigan 
THOMAS  J.  MANTON,  New  York 
GARY  L.  ACKERMAN,  New  York 
BENNIE  G.  THOMPSON,  Mississippi 
GERRY  E.  STUDDS,  Massachusetts 
(Ex  Officio) 


LIPINSKI,  Illinois,  Chairman 

HERBERT  H.  BATEMAN,  Virginia 

JAMES  M.  INHOFE,  Oklahoma 

RANDY  "DUKE"  CUNNINGHAM,  California 

JACK  KINGSTON,  Georgia 

TILLIE  K.  FOWLER,  Florida 

PETER  T.  KING,  New  York 

LINCOLN  DIAZ-BALART,  Florida 

HELEN  DELICH  BENTLEY,  Maryland 

JACK  FIELDS,  Texas  (ExOfficio) 


Keith  Lesnick,  Staff  Director 

David  Honness,  Professional  Staff 

John  C.  Rayfieuj,  Minority  Professional  Staff 


CONTENTS 


Page 

Hearing  held  March  25,  1993 1 

Statement  of: 

Anderson,  John,  Associate  Director,  Transportation  Issues,  Resources, 
Community,  and  Economic  Development  Division,  U.S.  General  Ac- 
counting Office 7 

Prepared  statement 35 

Aylward,  Anne  D.,  Maritime  Director,  Massachusetts  Port  Authority, 
representing  the  American  Association  of  Port  Authorities  and  the 

Trade  Taxes  Group 20 

Prepared  statement 65 

Bateman,  Hon.  Herbert  H.,  a  U.S.  Representative  from  Virginia,  and 
Ranking  Minority  Member,  Subcommittee  on  Merchant  Marine 4 

Castle,  Hon.  Michael  N.,  a  U.S.  Representative  from  Delaware 3 

Coble,  Hon.  Howard,  a  U.S.  Representative  from  North  Carolina,  and 
Ranking  Minority  Member,  Subcommittee  on  Coast  Guard  and  Naviga- 
tion   2 

Carroll,  Tom,  Co-Director,  New  England  Shippers  Advisory  Council  (pre- 
pared statement) 76 

Farrell,  Joseph  A.,  President,  American  Waterways  Operators,  also  repre- 
senting the  National  Waterways  Conference,  Inc 24 

Prepared  statement 71 

Fields,  Hon.  Jack,  a  U.S.  Representative  from  Texas,  and  Ranking  Minor- ' . 
ity  Member,  Committee  on  Merchant  Marine  and  Fisheries 4 

Hayden,  Channing  F.,  Jr.,  Vice  President,  New  Orleans  Steamship  Asso- 
ciation and  President,  National  Association  of  Maritime  Organizations, 

Inc 30 

Prepared  statement 95 

lanello,  Anthony,  Executive  Director,  Illinois  Internal  Port  District,  the  i 

Port  of  Chicago 32 

Prepared  statement 100 

Joeckel,  John,  Manager,  Fleet  Operations,  Ashland  Petroleum  Company, 
representing  the  American  Petroleum  Institute  and  the  American  In- 
stitute of  Merchant  Shipping 22 

Prepared  statement 69 

Keith,  Kendall  W.,  President,  National  Grain  and  Feed  Association 29 

Prepared  statement 78 

Lipinski,  Hon.  William  O.,  a  U.S.  Representative  from  Illinois,  and  Chair- 
man, Subcommittee  on  Merchant  Marine 3 

National  Coal  Association  and  Coal  Exporters  Association  (prepared 
statement) 113 

National  Party  Boat  Owners  Alliance,  Inc.  (prepared  statement) 107 

Pickett,  Hon.  Owen  B.,  a  U.S.  Representative  from  Virginia 7 

Saxton,  Hon.  H.  James,  a  U.S.  Representative  from  New  Jersey 5 

Schonland,  Rod,  Manager,  Trade  Regulations,  Polaroid  Corporation,  rep- 
resenting the  New  England  Shippers  Advisory  Council  and  the  Agricul- 
ture Ocean  Transportation  Coalition 25 

Tauzin,  Hon.  W.J.  (Billy),  a  U.S.  Representative  from  Louisiana,  and 
Chairman,  Subcommittee  on  Coast  Guard  and  Navigation 1 

Terpstra,  John,  Executive  Director,  Port  of  Tacoma,  Washington  (pre- 
pared statement) 109 

Additional  material  supplied: 

AGOTC:  Position  on  the  multiple  user  fees  assessed  on  ocean  transporta- 
tion       105 

(V) 


VI 

Additional  material  supplied — Continued 

GAO:  P^^ 

Amounts  collected  from  Federal  assessments 59 

Assessments  currently  undergoing  rulemakings 64 

Federal  Assessments  Levied  on  the  Commercial  Maritime  Industry, 

dated  March  9,  1993 45 

Federal  assessments  levied  on  the  maritime  industry 60 

Hayden,  Channing  F.,  Jr.:  Article,  "Demise  of  the  Catalog  Hurts  Small 
Businesses  That  Counted  on  Sears,"  by  Judith  Valentine  and  Christina 

Duff 99 

Communications  submitted: 

Glas,  Capt.  George  F.:  Letter  of  March  17,  1993,  to  Chairman  W.J.  (Billy) 
Tauzin  with  enclosed  comments 106 


IMPACT  OF  FEDERAL  MANDATED  MARITIME 
USER  FEES 


THURSDAY,  MARCH  25,  1993 

House  of  Representatives,  Subcommittee  on  Coast 
Guard  and  Navigation,  Jointly  with  Subcommittee 
ON  Merchant  Marine,  Committee  on  Merchant 
Marine  and  Fisheries, 

Washington,  DC. 
The  Subcommittees  met,  pursuant  to  call,  at  10:27  ,  in  room  1334, 
Longworth  House  Office  Building,  Hon.  W.J.  Tauzin  (Chairman  of 
the  Subcommittee  on  Coast  Guard  and  Navigation)  presiding. 

Present:  Representatives  Tauzin,  Barlow,  Stupak,  Pickett,  Hoch- 
brueckner,  Pallone,  Laughlin,  Andrews,  Ackerman,  Coble,  Bate- 
man,  Inhofe,  and  Saxton. 

Staff  Present:  Elizabeth  Megginson,  Rusty  Savoie,  Matt  Szigety, 
Catherine  Gibbens,  Bill  Wright,  Jim  Adams,  John  Bondareff,  Sue 
Waldron,  Ed  Lee,  Margherita  Woods,  Kip  Robinson,  John  Rayfield, 
and  Laurel  Bryant. 

STATEMENT  OF  HON.  BILLY  TAUZIN,  A  U.S.  REPRESENTATIVE 
FROM  LOUISIANA,  AND  CHAIRMAN,  SUBCOMMITTEE  ON  COAST 
GUARD  AND  NAVIGATION 

Mr.  Tauzin.  Good  morning.  This  hearing  will  please  come  to 
order.  Today  I  welcome  the  members  of  both  the  Subcommittee  on 
Coast  Guard  and  Navigation  and  the  Subcommittee  on  Merchant 
Marine  to  this  joint  hearing  to  receive  testimony  on  the  charges, 
fees  and  taxes  on  the  maritime  industry. 

I  want  to  first  express  my  deep  appreciation  to  my  colleague,  Bill 
Lipinski,  chairman  of  the  Merchant  Marine  Subcommittee  for  his 
work  on  this  issue  and  his  support  in  calling  this  hearing  along 
with  our  subcommittee.  Chairman  Lipinski's  leadership  on  Mer- 
chant Marine  issues  has  been  indeed  outstanding  and  he  has  an  in- 
credible task  this  year  trying  to  build  a  maritime  policy  for  this 
nation. 

Over  a  year  ago,  several  members  of  the  Merchant  Marine  and 
Fisheries  Committee  asked  the  General  Accounting  Office  to  con- 
duct a  study  on  all  the  charges  being  levied  by  the  Federal  Govern- 
ment on  the  commercial  maritime  industry.  This  request  arose  as  a 
result  of  several  factors.  The  1990  Budget  Reconciliation  Act  proc- 
ess resulted  in  new  and  increased  user  fees  being  imposed  on  the 
maritime  industry  by  the  Coast  Guard  and  other  agencies  of  the 
government. 
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However,  many  of  us  were  deeply  troubled  by  the  lack  of  infor- 
mation available  on  which  to  base  these  very  important  decisions. 
We  do  not  want  to  see  unnecessary  or  burdensome  user  fees, 
charges  and  taxes  result  in  crippled  industries  that  provide  basic 
and  necessary  services  at  reasonable  rates,  good  paying  safe  jobs 
for  our  citizens,  and  economic  development  for  our  communities. 

While  the  deficit  must  be  reduced,  taxes  which  reduce  the  ability 
of  an  entire  industry  to  compete  in  international  markets  or  cause 
industries  to  make  extreme  cutbacks  in  their  hiring  and  capital  ex- 
penditures, can  actually  increase  the  deficit  by  reducing  taxable 
revenues.  This  study  gives  Congress  a  valuable  tool  for  evaluating 
proposals  for  fees,  charges,  and  taxes  and  also  for  responding  when 
we  are  told  that  a  particular  revenue  proposal  will  indeed  be 
unduly  burdensome. 

I  look  forward  to  hearing  from  the  General  Accounting  Office 
and  congratulate  them  on  a  job  well  done.  In  our  staff  review  and 
my  personal  review  of  the  report,  I  can  tell  the  members  of  both  of 
our  subcommittees  that  the  General  Accounting  Office  has  been  ex- 
hausting in  their  review  and  the  report  is  illuminating.  As  you 
read  it,  more  and  more  information  just  jumps  off  the  pages,  and 
we  will  have  a  chance  to  examine  that  today. 

I  particularly  want  to  thank  them  for  the  excellent  coordination 
with  our  staff  to  ensure  that  the  study  was  responsive  to  the  re- 
quest of  the  committee. 

We  will  also  hear  from  some  of  the  affected  maritime  interests 
today,  who  will  comment  on  the  study  on  how  well  it  relates  to 
their  experience  in  the  area.  It  is  our  hope  that  this  hearing  will 
result  in  wiser,  fairer  legislation  to  insure  that  we  in  fact  reduce 
the  deficit  without  crippling  vital  industries. 

Those  of  us  on  this  committee  understand  the  essential  role  of 
the  commercial  maritime  industry,  the  essential  role  it  plays  in  our 
country's  economics,  and  we  do  not  want  to  see  that  role  diminish. 

I  would  like  to  recognize  the  ranking  minority  member  of  the 
Coast  Guard  Subcommittee,  the  Honorable  Howard  Coble  of  North 
Carolina  and  the  ranking  minority  member  of  the  Merchant 
Marine  Subcommittee,  Herb  Bateman,  will  also  be  here  shortly. 
First  of  all,  Mr.  Coble. 

STATEMENT  OF  HON.  HOWARD  COBLE,  A  U.S.  REPRESENTATIVE 
FROM  NORTH  CAROLINA,  AND  RANKING  MINMORITY  MEMBER, 
SUBCOMMITTEE  ON  COAST  GUARD  AND  NAVIGATION 

Mr.  Coble.  Thank  you,  Mr.  Chairman.  I  thank  you  and  Chair- 
man Lipinski  for  having  called  this  hearing  which  will  allow  our 
Subcommittees  to  explore  the  General  Accounting  Office's  study 
about  the  impact  of  federally  mandated  user  fees  on  the  maritime 
industry.  I  hope  this  report  will  wake  up  the  Congress  to  the  fact 
that  the  first  step  in  reforming  our  maritime  industry  is  to  stop  or 
at  least  relax  the  practice  of  taxing  this  important  American  indus- 
try completely  out  of  existence. 

While  I  was  aware  that  the  number  of  maritime  taxes  and  user 
fees  have  been  increasing,  I  was  shocked  to  learn  that  the  Congress 
and  the  Administration  have  levied  117  individual  assessments  on 
the  maritime  industry,  and  there  are  more  to  come. 
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I  am  also  concerned  about  the  effect  or  the  potential  bad  that 
could  come  from  President  Clinton's  proposed  fuel  tax  increase  on 
our  already  distressed  maritime  industry.  These  numerous  assess- 
ments and  proposed  taxes  will  drain  the  life  out  of  our  recovering 
economy  while  directly  diminishing  our  trade  competitiveness  in 
the  world  economy. 

Finally,  like  you,  Mr.  Chairman,  I  want  to  commend  the  staff  at 
the  GAO  for  what  appears  to  be  an  excellent  report  about  this 
issue  and  look  forward  to  their  summary  today.  Mr.  Chairman,  this 
concludes  my  remark  but  I  would  like  to  move  for  unanimous  con- 
sent to  have  Congressman  Michael  Castle's  statement  introduced 
in  the  record. 

[Statement  of  Mr.  Castle  follows:] 

Statement  of  Hon.  Michael  N.  Castle,  a  U.S.  Representative  from  Delaware 

Thank  you,  Mr.  Chairman.  The  economic  impact  of  Federal  taxes,  user  fees  and 
mandates  on  industries  and  States  has  been  a  major  concern  of  mine  for  numerous 
years.  As  the  Governor  of  Delaware  for  the  last  eight  years,  I  had  to  deal  with  the 
problems  created  by  unfunded  Government  mandates  and  changes  in  Federal  tax 
laws  that  affected  the  State.  Thus,  I  understand  the  frustration  and  concern  of  the 
maritime  industry,  coping  with  the  effect  of  enormous  increases  in  Federal  taxes, 
user  fees  and  duties  imposed  on  them. 

I  suppose  the  concept  of  requiring  the  Congressional  Budget  Office  to  issue  an  eco- 
nomic impact  statement  for  legislation  that  creates  or  increases  any  taxes  or  fees 
would  allow  Congress,  businesses  and  States  to  be  fully  aware  of  the  effect  of  such 
legislation. 

I  also  am  concerned  about  the  increased  user  fees  in  the  President's  Budget, 
which  are  disguised  as  spending  savings.  I  am  interested  in  hearing  the  testimony  of 
representatives  of  the  merchant  marine  industry  to  learn  the  potential  impact  of 
the  President's  proposed  inland  waterway  fuel  tax  increase  before  it's  enacted, 
rather  than  after  the  fact. 

Mr.  Tauzin.  Without  objection  all  written  statements  submitted 
to  the  Chair  will  be  incorporated  into  the  record. 
[The  prepared  statements  mentioned  follow:] 

Statement  of  Hon.  Wiluam  O.  Lipinski,  a  U.S.  Representative  from  Illinois, 
AND  Chairman,  Subcommittee  on  Merchant  Marine 

I  would  like  to  begin  by  thanking  the  distinguished  Chairman  of  the  Subcommit- 
tee on  Coast  Guard  and  Navigation,  Billy  Tauzin,  for  his  efforts  to  bring  this  impor- 
tant issue  before  us.  Today,  the  General  Accounting  Office  will  present  ground- 
breaking information  essential  to  the  future  of  the  United  States  commercial  mari- 
time industry.  They  should  be  commended  for  their  hard  work  over  the  last  year  to 
compile  vital  information  surrounding  a  complex  issue.  I  would  also  like  to  welcome 
our  panel  of  maritime  industry  witnesses  and  to  extend  my  gratitude  for  their  con- 
tributions to  determine  the  costs  and  impacts  of  assessments  levied  on  their  indus- 
try. 

The  General  Accounting  Office  report  will  finally  arm  us  with  the  evidence 
needed  to  probe  more  deeply  into  the  issue  of  competitiveness  and  maritime  assess- 
ment fairness.  I  find  it  very  troublesome  that  an  industry  which  provided  $11.9  bil- 
lion in  Government  revenues  in  Fiscal  Year  1991  continues  to  decline. 

As  a  Member  from  the  Great  Lakes  basin,  I  am  particularly  concerned  about  the 
impact  these  assessments  may  have  on  cargo  diversion  from  American  ports  to  ports 
in  Canada.  We  must  also  consider  the  possibility  that  excessive  fees  are  driving 
U.S.-flag  vessel  owners  to  register  their  vessels  overseas. 

Again,  I  would  like  to  thank  the  witnesses  for  their  testimony  today.  It  will  cer- 
tainly aid  the  Subcommittees  in  an  ongoing  effort  to  determine  the  amount,  pur- 
pose, and  destination  of  funds  being  collected  by  Federal  Government  agencies  from 
our  commercial  maritime  industry. 


Statement  of  Hon.  Jack  Fields,  a  U.S.  Representative  from  Texas,  and 
Ranking  Minority  Member,  Committee  on  Merchant  Marine  and  Fisheries 

Mr.  Chairman,  I  am  pleased  that  this  hearing  has  been  called  to  review  the  re- 
sults of  the  study  conducted  by  the  General  Accounting  Office  (GAO)  to  document 
the  various  fees  and  taxes  assessed  on  the  maritime  industry. 

The  Members  of  this  Committee  have  known  for  years  that  the  legislative  process 
involving  the  adoption  of  the  user  fees,  taxes,  and  other  assessments  levied  on  the 
maritime  industry  has  been  done  without  any  regard  to  their  cumulative  affect. 
This  GAO  report  will  give  this  Committee  the  background  data  necessary  to  make 
sense  of  all  these  assessments. 

As  a  result  of  the  lack  of  coordinated  input,  it  has  not  been  possible  up  to  this 
point  to  determine  the  total  effect  on  this  industry.  Our  Committee,  along  with  sev- 
eral others  in  Congress,  created  these  assessments — many  of  which  were  driven  by 
the  desire  to  offset  rising  Federal  costs  for  services  provided  to  the  maritime  indus- 
try— but  others  have  been  enacted  solely  for  the  purpose  of  raising  revenues. 

Paying  for  services  received  is  one  thing,  but  merely  increasing  fees  to  bring 
money  into  the  Federal  Treasury  is  something  that  I  have  consistently  opposed. 
This  GAO  report  highlights  all  the  existing  assessments  and  puts  into  focus  how  the 
maritime  industry  has,  in  my  judgment,  borne  an  unfair  share  of  our  tax  burden. 

Mr.  Chairman,  I  hope  that  we  will  carefully  consider  the  information  collected  by 
the  General  Accounting  Office  and  decide  to  solve  our  serious  fiscal  problems  with- 
out enacting  any  additional  fees  or  taxes  on  our  beleaguered  maritime  industry.  The 
problems  facing  this  nation  are  extraordinary  and  solutions  must  be  found.  Never- 
theless, in  our  search  for  answers  to  our  budgetary  problems  we  must  understand 
the  impacts  of  various  proposed  Federal  taxes  and  fees.  With  this  GAO  report,  we 
finally  have  the  background  information  we  need  to  help  us  do  this  job. 

Thank  you,  Mr.  Chairman,  I  look  forward  to  the  presentations  by  our  witnesses 
today. 


Statement  of  Hon.  Herbert  H.  Bateman,  a  U.S.  Representative  from  Virginia 

I  want  to  thank  Chairmen  Tauzin  and  Lipinski  for  holding  this  hearing  today. 
The  effects  of  the  fees,  taxes  and  duties  on  the  maritime  industry  is  an  important 
trade  issue  that  has  not  received  the  kind  of  comprehensive  review  it  deserves. 

I  also  commend  Chairman  Tauzin  and  Congressman  Saxton  for  preparing  legisla- 
tion to  require  economic  impact  statements  for  bills  that  increase  maritime  fees, 
and  that  requires  public  hearings  and  comment  periods  before  increasing  maritime 
fees  and  charges.  I  am  cosponsoring  these  bills  and  hope  that  these  measures  are 
acted  on  this  year. 

I  attended  the  May  1991  hearing  on  maritime  fees  and  the  February  1992  hearing 
on  direct  Coast  Guard  user  fees.  I  am  pleased  that  as  a  follow-up  to  those  two  hear- 
ings we  now  have  this  comprehensive  GAO  report  that  provides  a  complete  picture 
of  the  added  expense  imposed  on  the  maritime  industry  by  the  many  Federal 
charges  detailed  in  the  report. 

I  hope  this  report  will  form  the  basis  for  an  effort  to  stop  the  growth  in  these  fees. 
However,  since  the  President's  Budget  proposes  an  enormous  increase  in  the  barge 
fuel  tax,  extending  the  tonnage  tax  increases  adopted  in  1990  beyond  their  currently 
scheduled  expiration,  and  "improving"  the  collection  of  the  harbor  maintenance 
tax,  we  clearly  have  our  work  cut  out  for  us. 

I  look  forward  to  hearing  GAO's  summary  and  to  hearing  from  industry  repre- 
sentatives about  the  effects  these  fees  have  on  our  competitiveness. 

Mr.  Tauzin.  The  Chair  wishes  to  do  two  things  first  of  all,  to 
alert  the  members  of  both  Subcommittees,  the  Chair  has  prepared 
a  dear  colleague  letter  with  a  letter  to  the  President  expressing  our 
deep  concern  about  the  proposed  one  dollar  per  gallon  levy  in- 
crease on  fuels  used  by  the  inland  barge  industry  in  light  of  this 
study  that  we  have  just  produced. 

I  think  the  study  will  further  amplify  the  dear  colleague  and  the 
letter  to  the  President  concern  that  a  dollar  per  gallon,  600  percent 
increase  in  taxes  on  an  industry  already  heavily  burdened  by  a 
myriad  of  taxes  and  fees,  would  be  a  little  much.  The  Senate  has 
already  passed  a  sense  of  the  Senate  resolution  opposing  this  one 


dollar  levy.  We  are  likely  to  introduce  a  similar  resolution  in  the 
House,  and  I  would  ask  you  to  consider  joining  the  dear  colleague 
and  the  letter  to  the  President.  I  am  now  passing  copies  of  that 
around  to  you. 

And  the  second  thing  I  want  to  do,  Mr.  Coble,  is  acknowledge 
and  recognize  the  extraordinary  contribution  of  Jim  Saxton  to  this 
GAO  report.  He  and  his  staff  have  been  personally  involved  in 
helping  to  coordinate  with  the  Committee  staff  and  assuring  that 
the  GAO  had  the  right  kind  of  direction  and  coordination  in  this 
effort  and  with  the  permission  of  the  Subcommittee,  I  would  like 
now  to  recognize  Mr.  Saxton  for  comment. 

STATEMENT  OF  HON.  H.  JAMES  SAXTON,  A  U.S.  REPRESENTATIVE 
FROM  NEW  JERSEY,  AND  RANKING  MINORITY  MEMBER,  SUB- 
COMMITTEE ON  ENVIRONMENT  AND  NATURAL  RESOURCES 

Mr.  Saxton.  Thank  you,  Mr.  Chairman.  And  I  thank  you  for  the 
wonderful  cooperation  that  you  have  shown  and  the  interest  that 
you  have  shown  in  this  issue  and  for  inviting  me  to  be  part  of  this 
process  today  inasmuch  as  I  am  not  a  member  of  either  of  the  Sub- 
committees. 

I  would  also  like  to  point  out  and  amplify  on  the  remarks  that 
you  just  made  with  regard  to  the  individuals  from  the  General  Ac- 
counting Office  who  worked  very  diligently  over  the  past  many 
months  to  bring  all  of  this  information  together  so  that  we  can  con- 
sider it  today. 

The  GAO  actually,  Mr.  Chairman,  I  am  told  sorted  through  and 
dealt  with  over  300  Federal  agencies  who  had  the  capacity  to 
impose  fees  or  taxes  on  the  maritime  industry.  And  in  so  doing 
pointed  out  that  we  collect  about  1.2  billion  dollars  from  the  mari- 
time industry.  For  those  of  us  who  believe  that  the  tax  code  is  not 
only  a  tool  to  raise  revenue  for  the  Federal  Government,  but  is  also 
a  tool  which  can  influence  behavior  both  in  the  private  and  public 
sectors,  in  an  economic  sense,  this  becomes  a  very,  very  important 
issue  for  us  to  deal  with  today,  particularly  as  it  relates  to  the  mar- 
itime industry  which  is  oftentimes  not  understood  nor  in  the  public 
view  very  often. 

This  study  was  actually  initiated  at  our  request  because  of  legis- 
lation that  I  introduced  along  with  the  Chairman  of  this  Subcom- 
mittee, that  would  require  an  economic  impact  study  and  state- 
ment to  be  done  prior  to  the  imposition  of  any  further  taxes  or  in- 
creases in  taxes  on  the  maritime  industry. 

I  think  it  is  important  to  point  out  that  the  need  for  this  type  of 
Congressional  reform  was  made  abundantly  evident  during  the  pas- 
sage of  the  1990  Omnibus  Budget  Reconciliation  Act  in  which  taxes 
and  fees  on  the  maritime  industry  seemingly  came  out  of  the  walls. 
The  OBRA  included — listen  to  this — a  212  percent  increase  in  the 
harbor  maintenance  tax,  a  350  percent  increase  in  the  vessel  ton- 
nage duty,  various  costs  and  Coast  Guard  fees,  the  development  of 
an  animal  health  and  plant  inspection  fee,  a  4  percent  transporta- 
tion revenue  tax,  various  navigation  fees,  and  an  increase  in  the 
Federal  grain  inspection  service  fee. 

So,  all  of  these  things  together  pose  not  only  a  very  difficult  situ- 
ation for  the  maritime  industry  to  deal  with,  but  when  we  under- 
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stand  that  oftentimes  decisions  are  made  about  shipping,  how  it  is 
done  and  where  it  is  done,  based  on  a  very,  very  marginal  profit, 
which  these  taxes  affect,  one  begins  to  understand  the  significance 
of  what  we  did  in  1990  or  what  some  did  in  1990  who  supported 
these  increased  fees. 

And  so,  Mr.  Chairman,  I  ask  that  my  entire  statement  be  includ- 
ed in  the  record  at  this  point,  and  I  look  forward  to  hearing  from 
the  witnesses  today. 

[Statement  of  Mr.  Saxton  follows:] 

Statement  of  Hon.  H.  James  Saxton,  a  U.S.  Representative  from  New  Jersey 

I  want  to  thank  Chairman  Tauzin  and  Chairman  Lipinski  for  calling  this  hearing 
and  inviting  me  to  join  their  Subcommittees  today. 

I  also  want  to  express  my  appreciation  to  the  General  Accounting  Office  (GAO) 
for  an  outstanding  job  in  compiling  this  report.  In  a  Government  comprised  of  ap- 
proximately 300  agencies,  collecting  roughly  $1.2  trillion  a  year  in  revenues,  this 
was  a  daunting  ad  labor  intensive  task.  Now  it's  up  to  us  in  Congress  to  ensure  that 
this  exhaustive  endeavor  was  not  in  vein. 

The  mere  fact  that  this  Committee  had  to  turn  to  the  GAO  in  order  to  identify 
the  level  of  Federal  taxation  on  a  sector  of  our  domestic  economy  clearly  illustrates 
just  how  ignorant  and  complacent  the  Federal  Government  is  regarding  its  effect  on 
the  private  sector  in  general. 

This  GAO  study  was  initiated  to  back  up  legislation  I  introduced  in  the  last  Con- 
gress which  would  have  required  the  Congressional  Budget  Office  (CBO)  to  perform 
an  economic  impact  statement  (EIS)  on  the  potential  effects  of  any  new  taxes  or  fees 
on  the  maritime  industry.  The  EIS  would  then  be  submitted  to  Chairman  and  Rank- 
ing Member  of  each  standing  committee  in  the  House — giving  an  opportunity  for 
hearings  to  be  held. 

The  need  for  this  Congressional  reform  was  made  evident  following  the  passage  of 
the  1990  Omnibus  Budget  Reconciliation  Act  (OBRA)  in  which  taxes  and  fees  on  the 
maritime  industry  seemingly  emerged  from  the  walls.  The  OBRA  included  a  212 
percent  increase  in  the  harbor  maintenance  tax;  a  350  percent  increase  in  the  vessel 
tonnage  duty;  various  Coast  Guard  fees;  the  development  of  an  animal,  plant  and 
health  inspection  fee  (APHIS);  a  4  percent  transportation  revenue  tax;  various  navi- 
gation fees;  and  an  increase  in  the  federal  grain  inspection  service  fee. 

To  this  day  it  is  not  clear  how  much  the  costs  of  maritime  transit  went  up  as  a 
result  of  the  OBRA.  What  is  clear  is  that  the  maritime  industry  is  losing  its  com- 
petitive edge  compared  with  foreign  ports,  and  the  costs  from  outstanding  mandates 
and  new  tax  proposals  will  further  jeopardize  our  domestic  maritime  jobs. 

What  is  so  ironic  is  that  the  new  tax  proposal  may  prompt  requests  for  additional 
subsidies  to  support  domestic  exports  hurt  by  these  artificially  inflated  costs. 

The  merits  of  these  mandates  and  increases  are  not  at  issue.  Mandated  pollution 
prevention  equipment,  construction  criteria  and  licensing  requirements  have  been 
prioritized  by  the  U.S.  citizenry  as  necessary  costs  of  doing  maritime  business  in 
this  country.  However,  as  is  illustrated  in  the  GAO  report,  a  full  89  percent  of  the 
revenues  collected  go  to  the  general  Treasury — far  and  above  the  collected  fees  from 
any  Federal  services  rendered  to  the  maritime  community. 

Although  the  GAO  listed  117  separate  taxes  and  fees  levied  on  the  maritime  in- 
dustry, this  does  not  begin  to  cover  those  charges  which  may  be  levied  at  the  State 
and  local  levels. 

As  the  rhetoric  to  increase  our  competitive  edge  in  the  emerging  global  markets 
intensifies.  Government  must  reform  its  way  of  doing  business.  It  is  incumbent  upon 
us  to  pay  strict  attention  to  the  cumulative  burden  we  place  on  our  domestic  sectors 
and  prioritize  the  costs  of  responsible  behavior  over  the  fees  for  revenue  generation. 

I  plan  to  reintroduce  reform  legislation  next  week  and  hope  my  colleagues  on  this 
Committee  will  again  join  me  in  that  effort. 

I  look  forward  to  hearing  the  GAO's  summary  of  its  report  and  to  hear  from  the 
witnesses  with  us  today. 

Thank  you. 

Mr.  Tauzin.  Again,  Jim,  my  personal  thanks  for  your  extraordi- 
nary leadership  here,  and  I  hope  results  of  this  GAO  study  give  us 
all  a  better  handle  on  this  situation.  Is  there  any  other  member 
who  wishes  to  make  an  oral  statement  at  this  time?  Mr.  Pickett, 


you  have  a  written  statement  you  want  to  submit  for  the  record. 
We  will  accept  that  into  the  record  with  unanimous  consent. 
[Prepared  statement  of  Mr.  Pickett  follows:] 

Statement  of  Hon.  Owen  B.  Pickett,  a  U.S.  Representative  from  Virginia 

I  want  to  thank  the  distinguished  chairman  of  these  Subcommittees,  Representa- 
tives Billy  Tauzin  and  William  Lipinski,  respectively,  for  holding  today's  hearing. 

Each  of  us  has  grown  increasingly  concerned  about  the  cumulative  economic 
impact  that  the  combination  of  user  fees,  customs  duties,  and  other  taxes  has  had 
on  our  maritime  industries.  Today,  we  will  learn  in  more  detail  what  the  precise 
impact  of  these  fees  has  been.  The  General  Accounting  Office  has  spent  considerable 
time  and  expense  compiling  this  report.  We  welcome  them  today. 

The  GAO  report  contains  hard  facts  and  figures,  and  they  will  be  very  helpful  to 
us.  For  those  of  us  who  represent  districts  that  contain,  or  are  near,  a  major  port 
facility,  we  haven't  had  to  wait  for  the  numbers  to  come  in.  We  have  witnessed  first- 
hand the  increasing  difficulty  that  our  port  industries  have  had  competing.  Jobs 
have  been  lost,  and  growth  has  been  stymied. 

I  also  want  to  take  this  opportunity  to  commend  you,  Chairman  Tauzin,  for  your 
letter  of  this  date  to  President  Clinton.  As  you  correctly  point  out,  we  can  ill  afford 
to  place  additional  burdens  on  the  maritime  industries.  Such  burdens  would  invari- 
ably result  from  increased  inland  waterway  user  fees  and  higher  energy  taxes. 

Again,  I  commend  our  respective  chairmen  for  holding  these  hearings,  and  I  join 
them  in  hoping  that  we  can  come  to  a  better  understanding  today  of  the  overall 
economic  burden  that  Federal  policy  places  on  the  maritime  industries. 

Mr.  Inhofe.  Mr.  Chairman,  just  a  brief  comment.  In  my  district 
in  Tulsa,  Oklahoma,  one  of  the  best  kept  secrets  is  we  do  have  an 
inland  waterway  that  reaches  us.  When  I  read  of  this  600  percent 
increase  in  barge  fuel,  I  contacted  the  President  and  CEO  of  the 
largest  barge  company  that  services  us  as  well  as  our  own  port, 
and  they  assured  me  that  this  multi-billion  dollar  government  in- 
vestment in  the  Port  of  Catusa,  would  be  down  the  drain  if  this 
thing  becomes  a  reality,  so  I  enthusiastically  join  you  in  your 
letter,  Mr.  Chairman,  and  also  the  comments  by  the  ranking 
member  as  far  as  the  barge  fuel  tax  increase  is  concerned. 

Mr  Tauzin.  Any  other  opening  statements?  Then  I  am  pleased  to 
welcome  on  behalf  of  both  Subcommittees,  Mr.  John  H.  Anderson, 
Jr.,  who  is  Associate  Director  of  Transportation  Issues,  Resources, 
Community,  and  Economic  Development  Division  of  the  United 
States  General  Accounting  Office.  And,  John,  if  you  will  please  in- 
troduce the  persons  with  you  at  the  table  so  that  we  might  also 
thank  all  of  you  for  the  excellent  work  you  have  done.  Mr.  Ander- 
son. 

STATEMENT  OF  MR.  JOHN  ANDERSON,  ASSOCIATE  DIRECTOR, 
TRANSPORTATION  ISSUES,  RESOURCES,  COMMUNITY,  AND 
ECONOMIC  DEVELOPMENT  DIVISION,  UNITED  STATES  GENER- 
AL ACCOUNTING  OFFICE 

Mr.  Anderson.  Thank  you  for  the  kind  remarks.  On  my  right  is 
Joanna  Stamatiades  and  on  my  left  is  Emi  Nakamura,  two  key 
players  in  performing  this  study.  It  is  quite  a  comprehensive  piece 
of  work.  What  I  would  like  to  do  is  summarize  my  testimony  and  I 
ask  that  the  entire  statement  be  entered  for  the  record. 

Mr.  Tauzin.  Without  objection,  that  is  our  normal  rule.  I  would 
appreciate  your  summary. 

Mr.  Anderson.  Thank  you.  We  appreciate  the  opportunity  to  tes- 
tify on  our  March  5,  1993  report  to  you  concerning  assessments 
that  have  been  levied  on  the  commercial  and  maritime  industry. 


For  some  time  you  have  been  concerned  about  the  number  and 
amount  of  user  fees,  taxes  and  other  charges  that  have  been  levied 
on  the  industry.  However,  because  no  one  knew  the  nature  of  or 
total  number  and  amount  of  these  assessments,  you  requested  that 
GAO  identify  them  as  a  starting  point  for  evaluating  their  cumula- 
tive impact. 

Overall,  we  found  that  12  Federal  agencies  collected  almost  11.9 
billion  dollars  in  fiscal  year  1991  for  117  assessments.  Ninety-two  of 
them  are  specific  to  the  maritime  industry  and  are  not  collected 
from  other  transportation  modes.  The  remaining  25  are  levied  on 
the  maritime  industry  as  well  as  other  modes  of  transportation  and 
therefore  are  not  specific  to  the  maritime  industry. 

Customs  duties  accounted  for  the  bulk  of  the  collections  -  almost 
ten  billion  dollars  in  1991.  However,  amounts  collected  for  customs 
duties  decreased  about  25  percent  from  fiscal  years  1990  through 
1992.  On  the  other  hand,  amounts  collected  for  all  other  assess- 
ments have  increased  about  21  percent  over  the  last  four  years.  In 
addition,  beginning  this  fiscal  year,  two  of  the  twelve  agencies  plan 
to  collect  30  new  assessments  from  the  industry  that  are  expected 
to  generate  over  25.7  million  dollars  in  additional  collections. 

I  will  now  discuss  each  of  these  points  in  more  detail.  As  the  first 
chart  shows,  the  number  of  assessments  and  amounts  collected 
varied  significantly  among  the  12  agencies.  For  example,  two  agen- 
cies, the  Federal  Grain  Inspection  Service  and  the  St.  Lawrence 
Seaway  Development  Corporation,  each  levied  one  assessment.  Two 
other  agencies,  the  National  Marine  Fisheries  Service  and  the 
Interstate  Commerce  Commission,  each  levied  18  assessments. 

Overall,  collections  declined  from  12.3  billion  dollars  in  fiscal 
year  1990  to  an  estimated  10  billion  dollars  in  fiscal  year  1992,  a 
decrease  of  about  19  percent.  However,  as  this  second  chart  shows, 
when  Customs  duties  are  excluded,  collections  rose  from  1.8  billion 
dollars  in  fiscal  year  1989  to  an  estimated  2.1  billion  in  1992,  an 
increase  of  about  21  percent. 

Moreover,  the  amounts  collected  for  specific  assessments  that  are 
levied  only  on  vessels  rose  during  the  last  four  years  from  .7  to  1.2 
billion  dollars,  an  increase  of  about  71  percent. 

The  Customs  Service  collected  by  far  the  largest  amount  of  spe- 
cific assessments  from  the  industry,  almost  one  billion  dollars  in 
fiscal  year  1991.  The  Panama  Canal  Commission  and  the  Internal 
Revenue  Service  ranked  second  and  third  respectively,  each  collect- 
ing just  under  500  million  dollars. 

We  found  that  the  assessments  fell  into  four  categories:  adminis- 
trative processing  and  associated  services,  physical  services,  taxes, 
and  miscellaneous  services  and  Customs  duties. 

This  next  chart  shows  that  when  Customs  duties  are  excluded, 
two  categories,  administrative  services  and  taxes  each  accounted 
for  about  27  percent  of  the  total  dollars  collected  in  1991;  physical 
services  accounted  for  25  percent  of  the  collections;  and  miscellane- 
ous services  made  up  the  remaining  21  percent. 

A  breakdown  of  the  117  assessments  shows  that  at  least  76  per- 
cent of  them  are  paid  by  vessel  owners  or  operators.  Importers,  ex- 
porters, and  other  parties  paid  the  remaining  assessments. 

We  have  one  last  chart  that  shows  the  purpose  of  the  assess- 
ments which  fall  into  basically  three  categories.  In  fiscal  1991,  825 


million  dollars  or  43  percent  of  the  assessments  were  collected  to 
generate  revenue  for  trust  funds;  512  million  dollars  or  27  percent 
was  collected  to  directly  reimburse  agencies  for  services;  and  584 
million  dollars  or  30  percent,  excluding  customs  duties,  was  collect- 
ed to  generate  revenue  for  the  General  Fund  of  the  U.S.  Treasury. 

We  also  found  that  a  few  assessments  in  each  of  these  categories 
accounted  for  a  significant  portion  of  the  dollars  collected.  For  ex- 
ample, the  Harbor  Maintenance  Fee  accounted  for  nearly  46  per- 
cent of  the  825  million  dollars  collected  for  trust  funds.  Panama 
Canal  Commission  tolls  for  transit  fees  accounted  for  nearly  73  per- 
cent of  the  512  million  dollars  collected  to  directly  reimburse  agen- 
cies for  expenses  incurred,  and  Customs'  Merchandise  Processing 
Fee  accounted  for  over  83  percent  of  the  584  million  dollars  collect- 
ed for  the  General  Fund  of  the  U.S.  Treasury. 

We  also  found  that  two  agencies,  the  Coast  Guard  and  the  Feder- 
al Maritime  Commission,  plan  to  levy  new  assessments  on  the  in- 
dustry beginning  this  fiscal  year.  The  Coast  Guard  will  levy  28  new 
assessments  which  will  increase  collections  from  the  industry  by  as 
much  as  25.5  million  dollars  in  fiscal  1993.  By  1997,  the  Coast 
Guard's  additional  assessments  are  expected  to  grow  by  57  percent 
and  cost  the  industry  almost  40  million  dollars.  The  Federal  Mari- 
time Commission  will  levy  two  new  assessments  that  are  estimated 
to  increase  collections  in  1993  by  about  159  thousand  dollars. 

In  summary,  Mr.  Chairman,  a  number  of  diverse  assessments 
have  been  levied  on  the  commercial  maritime  industry.  Assess- 
ments specific  to  the  industry  have  been  increasing  and  additional 
assessments  are  being  made  this  year. 

We  hope  that  the  information  that  we  obtained  for  you  will  be 
useful  in  your  deliberations  on  the  impact  of  these  assessments  on 
the  industry.  This  concludes  my  prepared  remarks.  We  would  be 
glad  to  answer  any  questions. 

[Statement  of  Mr.  Anderson  can  be  found  at  end  of  hearing.] 

Mr.  Tauzin.  Thank  you,  Mr.  Anderson.  A  couple  of  things  just 
leap  out  at  you.  The  first  is  a  reduction  in  customs  duties,  1990  to 
1992,  25  percent,  a  dramatic  drop.  I  haven't  seen  a  lot  of  trade  fig- 
ures indicating  that  trade  with  the  United  States  is  on  a  decline. 
Imports  go  up  and  down  but  they  generally  go  up,  and  yet  custom 
duties  are  going  down.  What  is  going  on? 

Mr.  Anderson.  We  were  told  that  there  isn't  a  drop  in  the 
amount  of  imports,  but  because  of  trade  agreements,  more  com- 
modities are  being  exempted  from  Customs  duties,  which  is  why 
the  fees  are  dropping. 

Mr.  Tauzin.  Is  it  your  finding  that  it  is  a  reduction  in  customs 
duties  or  is  there  a  rerouting  of  items  through  Canadian  ports  be- 
cause of  the  Canadian  Free  Trade  Agreement? 

Mr.  Anderson.  I  really  don't  have  any  information  on  that.  We 
were  told  by  Customs  officials  that  the  reduction  was  primarily  a 
function  of  more  commodities  being  exempted  from  duties. 

Mr.  Tauzin.  I  suggest  to  the  members  of  the  Committee  that  this 
is  an  interesting  area  of  inquiry  as  we  approach  the  new  NAFTA 
agreement  with  Mexico.  This  dramatic  decline  in  customs  collec- 
tions, if  it  simply  is  a  product  of  lowering  customs  duties  across  the 
spectrum  is  one  thing,  but  while  we  are  facing  increasing  imports, 
if  customs  duties  are  going  down,  and  it  is  a  consequence  of  goods 
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and  commodities  being  rerouted  via  the  Canadian  Free  Trade 
Agreement  that  poses  some  real  questions  as  to  the  effect  of 
NAFTA. 

Mr.  Laughlin.  Would  the  gentleman  yield? 

Mr.  Tauzin.  Mr.  Laughlin,  I  would  be  glad  to  yield. 

Mr.  Laughlin.  Would  that  be  a  topic  appropriate  for  us  to  ex- 
plore with  the  trade  representative  to  determine  if  they  are  track- 
ing in  any  way  the  diversion  of  these  imports  to  Canada  and/or 
Mexico?  I  know  coming  from  Texas,  our  former  Senator  Bentsen 
was  concerned  about  that  very  topic,  and  while  he  was  chairman  of 
the  Finance  Committee  was  trying  to  track  it.  But  it  seems  listen- 
ing here  that  maybe  our  trade  representatives  in  the  past,  if  not 
monitored  that  and  had  teeth  in  it  and  rather  than  try  to  look  at 
blame  in  the  past  we  ought  to  have  the  current  trade  representa- 
tive looking  at  these  these  very  things. 

Mr.  Tauzin.  Well,  the  gentleman  is  correct.  Actually  before  we 
finish  this  hearing  we  will  be  discussing  the  next  steps  of  the 
study,  what  we  would  like  the  GAO  to  do  in  a  follow-up  report  to 
us,  and  it  is  very  clear  that  that  is  a  subject  of  inquiry  for  someone, 
if  not  GAO,  for  us,  perhaps  other  subcommittees  in  future  hear- 
ings. But  clearly  there  is  some  questions  here  left  unanswered,  and 
as  we  approach  a  policy  question  on  NAFTA  we  may  want  to 
answer  them  at  this  committee. 

Mr.  Laughlin.  Is  it  appropriate  to  ask  the  GAO  to  pursue  the 
diversion  of  products  because  of  this  committee's  jurisdiction  over 
the  customs  service  and  fees 

Mr.  Tauzin.  Surely  it  would  be  appropriate.  As  I  said,  one  of  the 
last  questions  we  are  going  to  get  into  is  where  do  we  go  from  here, 
and  that  may  be  one  of  the  areas  we  want  to  look  at. 

Mr.  Laughlin.  Thank  you,  Mr.  Chairman. 

Mr.  Tauzin.  I  thank  the  gentleman.  The  other  thing  that  jumps 
out  at  you  is  the  fact  that  92  different  assessments  are  special  to 
the  maritime  industry  as  opposed  to  other  intermodal  facilities,  584 
million  dollars  going  to  the  General  Fund,  not  to  cover  the  cost  of 
harbor  maintenance  or  special  fees  related  to  providing  services, 
but  going  to  the  treasury. 

It  looks  like  taxes  collected  specially  from  the  maritime  industry 
are  going  to  fund  the  government  and  perhaps  not  collected  on 
other  intermodal  facilities.  What  is  your  idea  of  what  is  going  on?  I 
notice  83  percent  of  that  is  from  the  merchandise  processing  fee. 
What  is  that  fee,  and  why  is  this  fee  being  collected,  and  why  does 
it  go  to  the  Treasury? 

Mr.  Anderson.  As  I  understand  it,  the  Merchandise  Processing 
Fee  is  a  fee  that  is  assessed  on  commodities  based  upon  the  value 
of  the  commodities  to  help  pay  for  part  of  the  cost  of  Customs  proc- 
essing paperwork.  It  goes  into  the  General  Fund  of  the  U.S.  Treas- 
ury, but  I  understand  that  there  is  a  process  to  offset  the  Customs 
appropriation  when  this  happens.  This  fee  is  a  little  misleading  in 
that  it  does  supposedly  go  for  services  that  Customs  is  providing, 
but  goes  into  the  general  fund  of  the  Treasury. 

Mr.  Tauzin.  In  all  of  your  research,  you  obviously  must  have 
been  struck  as  we  were  with  the  size  of  these  special  fees  on  one 
sector  of  the  transportation  industry.  Can  you  give  us  any  idea  how 
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these  compare  to  fees  and  assessment  levied  on  other  transporta- 
tion sectors  such  as  trucking,  rail  or  air? 

Mr.  Anderson.  We  haven't  done  any  direct  comparison.  I  do 
know,  for  example,  that  in  the  airport  and  airways  trust  fund  area 
there  have  been  very  substantial  increases  as  a  result  of  the  Omni- 
bus Budget  Reconciliation  Act  of  1990.  Five  of  the  six  taxes  that 
are  levied  on  various  fuels  help  pay  for  some  of  the  costs  of  avia- 
tion that  they  have  increased.  But  I  can't  say  whether  it  has  in- 
creased more  for  the  maritime  industry  than  the  aviation  industry 
or  the  truck  industry. 

Mr.  Tauzin.  I  recall  when  President  Reagan  ran  for  President, 
one  of  the  commitments  he  made  to  the  maritime  industry  was  a 
thing  called  intermodal  parity.  And  I  saw  it  quoted  many  times  in 
the  eight  years  of  the  Reagan  Administration  and  into  the  Bush 
years  as  taxes  and  fees  were  proposed.  Has  there  ever  been  a  study 
to  assess  the  relative  parity  of  fees  across  the  intermodal  spec- 
trum? 

Mr.  Anderson.  I  am  not  aware  of  any,  Mr.  Chairman. 

Mr.  Tauzin.  We  notice  that  customs  duties  of  course  comprise  a 
great  bulk  of  these  revenues.  In  your  opinion,  could  the  other 
transportation  modes  pick  up  or  accommodate  much  of  this  volume 
of  commerce  that  is  now  carried  on  marine  vessels? 

Mr.  Anderson.  I  don't  think  so.  There  is  so  much  that  is  large, 
bulk  material.  I  can't  see  where  there  is  an  airplane  quite  big 
enough  to  handle  these  bulk  items.  I  don't  think  so. 

Mr.  Tauzin.  And  finally,  given  the  research  you  have  already 
done,  can  you  give  us  your  best  estimates  of  where  we  ought  to  ask 
you  to  go  from  here?  What  are  the  questions  that  are  left  unan- 
swered, if  you  will,  by  your  current  research? 

Mr.  Anderson.  I  think  there  are  two  main  questions  as  far  as  we 
are  concerned.  There  are  also  fees,  assessments,  and  user  charges 
imposed  by  states  and  localities,  which  can  have  an  additional 
impact  on  the  industry.  That  is  something  that  I  think  that  we 
might  be  willing  to  pursue.  Another  thing  that  I  think  needs  to  be 
looked  at  is,  what  is  the  real  cost  of  providing  these  services,  and 
are  the  fees  that  are  being  assessed  commensurate  with  the  cost? 

GAO  has  only  done  one  review  in  this  area,  and  that  had  to  do 
with  the  Merchandise  Processing  Fee.  We  issued  a  report,  I  believe 
it  was  back  in  1990,  where  we  found  that  Customs  really  didn't 
have  a  good  cost  accounting  system  upon  which  to  base  its  cost. 
Now,  the  Chief  Financial  Officers  Act  requires  that  the  chief  finan- 
cial officers  of  all  the  major  departments  and  agencies,  every  two 
years,  assess  the  cost  associated  with  their  fees  and  user  charges 
that  they  impose. 

Mr.  Tauzin.  Do  they  do  that? 

Mr.  Anderson.  I  don't  know  if  they  have  done  it,  but  that  is 
something  that  I  think  needs  to  be  looked  at.  If  they  have,  that 
would  shed  some  light  on  the  appropriateness  of  the  fees. 

Mr.  Tauzin.  And  finally,  we  mandate  a  lot  of  costs  upon  the 
maritime  industry.  That  is,  not  government  imposed  fees  but  gov- 
ernment imposed  costs,  because  of  government  requirements. 
Would  an  analysis  of  those  mandates  be  useful  in  this  review? 

Mr.  Anderson.  I  think  it  might,  yes,  sir. 
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Mr.  Tauzin.  In  reference  to  the  second  point  you  made,  I  want  to 
call  the  Committee's  attention  to  that  issue  how  costs  are  properly 
accounted  for.  If  you  recall,  at  one  point  when  the  Commandant  of 
the  Coast  Guard  was  testifying  on  a  particular  fee  schedule,  he 
stated  that  even  a  part  of  his  salary  was  counted  in  part  of  an  in- 
spection fee.  We  don't  really  have  a  standard  in  the  government  in 
determining  how  to  assess  cost. 

Mr.  Anderson.  No,  the  standard  is  a  very  broad  one.  I  think 
there  is  an  OMB  circular  that  basically  says  that  in  identifying  the 
costs  you  should  identify  the  direct  as  well  as  the  indirect  costs,  but 
that  leaves  it  wide  open. 

Mr.  Tauzin.  And  if  indirect  cost  means  the  salary  of  the  Com- 
mandant, we  have  got  real  problems  in  managing  this  system, 
don't  we? 

Mr.  Anderson.  You  have  to  get  a  handle  on  it,  yes,  sir. 

Mr.  Tauzin.  Thank  you  very  much,  Mr.  Anderson.  Mr.  Coble. 

Mr.  Coble.  Thank  you,  Mr.  Chairman.  Mr.  Anderson,  good  to 
have  you  and  your  staff  with  us.  Mr.  Chairman,  you  have  been 
reading  my  mail  because  your  questions  are  the  same  ones  I  had  to 
ask,  but  let  me 

Mr.  Tauzin.  We  watch  you  very  closely,  Mr.  Coble. 

Mr.  Coble.  Of  course  the  Chairman  has  the  privilege  of  being 
able  to  read  mail  so  he  can  get  away  with  it.  Mr.  Anderson,  let  me 
extend  what  the  Chairman  said  and  maybe  put  a  little  different 
spin  on  it,  and  that  involves  his  question  regarding  the  compara- 
tive figures  opposed  upon  the  maritime  industry  versus  fees  and 
costs  and  charges  imposed  upon  other  modes  of  transportation,  i.e., 
rail,  airline  industry  and  trucking.  And  you  gave  an  answer  to 
that,  but  let  me  go  and  dig  a  little  more  deeply. 

I  think,  Mr.  Chairman,  if  we  could  do  that,  to  have  Mr.  Anderson 
maybe  give  us  some  more  detail  about  that.  Number  one,  the  com- 
parative figures,  and  number  two,  to  what  extent  are  these  fees 
and  charges  earmarked  to  cover  specific  costs  incurred  by  each  re- 
spective industry  as  opposed  to  general  fund  funding.  Do  you  think 
you  could  do  that,  Mr.  Anderson? 

Mr.  Anderson.  You  mean  here  today? 

Mr.  Coble.  Mr.  Anderson,  I  don't  even  mean  tomorrow. 

Mr.  Anderson.  Good. 

Mr.  Coble.  But 

Mr.  Anderson.  No,  I  think  that  that  is  something  that  could  be 
done.  You  know,  this  was  a  pretty  monumental  undertaking  to 
gather  the  information  just  on  the  maritime  industry.  It  would 
take  some  time,  but  I  think  it  could  be  done. 

Mr.  Coble.  If  that  could  be  done  without  dropping  everything 
that  you  are  doing,  I  don't  mean  for  the  life  or  death  but  a  feature 
on  it,  but  I  think  that  would  help  us.  Let  me  ask  you  this  question, 
again,  extending  what  the  Chairman  talked  about  diverting  goods 
that  come  to  us  ultimately  through  foreign  ports.  I  am  thinking 
specifically  of  Canadian  ports.  I  presume  that  fees  imposed  north  of 
the  border  are  obviously  less  severe  than  those  we  imposed; 
common  sense  would  tell  me  that.  Is  that  a  fact,  the  fact  that  many 
goods  come  through  the  Canadian  ports? 
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Mr.  Anderson.  I  am  not  aware  of  any  information  on  that.  I 
don't  know  if  my  colleagues  are  aware  of  any  or  not.  No,  I  don't 
think  we  have  any  information  on  it. 

Mr.  Coble.  OK,  well  perhaps  we  can  dig  into  that  as  well.  Do  you 
know,  Mr.  Anderson,  or  your  staffers,  how  the  fees  that  we  in  this 
country  impose  upon  the  maritime  industry  compares  with  fees  im- 
posed by  other  countries  upon  their  maritime  industries?  Do  you 
have  any  feel  for  that? 

Mr.  Anderson.  I  don't. 

Ms.  Stamatiades.  That  is  work  we  haven't  done.  We  haven't 
done  any  work  with  other  countries  or  looked  to  see  what  other 
countries  levy  on  their  maritime  industry. 

Mr.  Coble.  Well,  I  am  extending  my  tentacles  into  these  areas, 
Mr.  Chairman.  I  think  this  information  might  be  helpful  to  us  as 
we  advance  farther  on  our  course.  Thank  you  folks  for  being  with 
us.  Thank  you,  Mr.  Chairman. 

Mr.  Tauzin.  Thank  you,  Mr.  Coble.  We  are  going  to  have  another 
panel.  Those  questions  might  be  interesting  to  get  some  feel  from 
the  members  of  the  industry.  Mr.  Andrews  of  Maine  can  ask  some 
questions. 

Mr.  Andrews.  Thank  you,  Mr.  Chairman.  And  first  of  all  let  me 
say  thank  you  for  your  leadership  in  pursuing  this  issue.  It  is  very 
difficult  to  separate  the  wheat  from  the  chaff  often  in  this  business 
and  to  get  fiction  separated  from  fact,  and  this  kind  of  study  helps 
us  to  do  that. 

I  won't  take  up  too  much  time,  but  I  just  want  to  pursue  one  step 
further  this  line  of  questioning  with  respect  to  trade  agreements 
and  their  impact  on  this  drop  of  revenues  coming  from  customs. 
The  Customs  Service  officials  told  you  that  the  changes  were  due 
primarily  to  these  various  trade  agreements.  Do  they  give  you 
other  factors  besides  the  trade  agreements  that  were  responsible 
for  this  decline? 

Mr.  Anderson.  I  don't  think  so. 

Ms.  Stamatiades.  I  think  I  can  answer  that.  Customs  officials 
also  told  us  that  duty  rates  themselves  have  declines.  So  not  only 
are  you  getting  goods  coming  in  under  more  free  trade  agreements, 
but  you  also  see  an  actual  decline  in  duty  rates. 

Mr.  Andrews.  Thank  you.  Did  they  specify,  with  respect  to  the 
trade  agreements,  did  they  specify  the  trade  agreement  that  had — 
or  the  series  of  trade  agreements  that  had  specific  relationships  to 
these  reductions?  And  did  they  quantify  that  at  all? 

Ms.  Stamatiades.  There  was  no  quantification  of  the  numbers 
whatsoever.  What  they  did  tell  us  was  that  indeed  the  decline  is 
due  in  part  to  the  Canadian  Free  Trade  Agreement. 

Mr.  Andrews.  I  am  sorry? 

Ms.  Stamatiades.  The  decline  is  due  in  part  to  the  Canadian 
Free  Trade  Agreement. 

Mr  Andrews.  But  they  didn't  break  that  down.  Well,  I  just  want 
to  second  this  initiative  that  has  been  discussed  of  the  committee 
for  pursuing  this  specific  line  of  questioning  because  obviously  it 
has  a  direct  impact  on  NAFTA.  Outside  of  the  issue  of  NAFTA, 
however,  did  they  give  you  any  indication  of  any  trends  for  the 
future?  Is  this  something  that  we  can  expect  to  see  increasing,  this 
gap,  or  should  I  say  decrease  in  the  decline  of  revenues  coming  in? 
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Mr.  Anderson.  I  think  so.  Some  of  the  people  that  we  spoke  to 
indicated  that  they  think  it  is  going  to  continue  to  decline. 

Mr.  Andrews.  And  did  they  give  you  any,  again,  any  specific  rea- 
sons, any  specific  trade  agreements  or  factors  that  they 

Mr.  Anderson.  They  mention  specifically  NAFTA  as  one  of  them 
that  would  lead  to  continuing  decline. 

Mr.  Andrews.  One  final — and  I  know  we  are  going  to  be  hearing 
more  testimony  from  those  who  are  directly  affected  by  this — but 
did  your  analysis  in  any  way  quantify  the  impact,  the  economic 
impact  that  these  are  having  on  any  of  the  specific  industries? 

Mr.  Anderson.  No,  we  really  didn't. 

Mr.  Andrews.  OK.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Tauzin.  Thank  you,  Mr.  Andrews.  Mr.  Bateman. 

Mr.  Bateman.  Thank  you,  Mr.  Chairman.  Mr.  Anderson,  on  page 
4  of  your  written  testimony,  there  is  a  table  there  that  indicates 
that  the  St.  Lawrence  Seaway  Development  Corporation  is  one  of 
those  that  are  assessing  certain  fees  or  charges.  But  the  footnote 
indicates  that  100  percent  of  all  that  is  collected  is  rebated  to  the 
people  who  paid  it.  Does  it  occur  to  you  that  maybe  we  need  to 
abolish  the  fee  and  stop 

Mr.  Anderson.  Yes,  that  does  raise  an  interesting  question.  I 
think  we  were  told  that  one  of  the  reasons  that  they  do  that  is  that 
they  want  to  make  sure  that  the  Canadians  don't  change  their  fees, 
but  it  does  raise  a  question,  yes.  It  is  taking  out  of  one  pocket  and 
putting  it  into  the  other. 

Mr.  Tauzin.  I  assume  Mr.  Bateman  we  employ  someone  to  do 
that,  collect  it  and  give  it  back. 

Mr.  Bateman.  Well,  it  is  a  job  creation  program,  I  guess.  The 
other  question  that  I  have,  on  page  12  of  the  written  testimony  you 
indicate  28  new  assessments  being  proposed  by  the  Coast  Guard. 
The  revenues  generated  from  those  new  assessments,  are  they 
available  only  for  purposes  of  carrying  out  Coast  Guard  programs 
that  are  authorized  or  does  it  go  into  the  general  fund  of  the  Treas- 
ury? 

Mr.  Anderson.  It  is  my  understanding  that  they  go  into  the  gen- 
eral fund  of  the  Treasury. 

Mr.  Bateman.  By  whose  mandate  is  the  Coast  Guard  suggesting 
these  28  new  assessments? 

Mr.  Anderson.  I  think  the  Omnibus  Budget  Reconciliation  Act 
of  1990  gave  them  the  authority  to  do  this  for  the  first  time.  I 
guess,  generally,  prior  to  that  time  the  Coast  Guard  wasn't  able  to 
assess  any  fees. 

Mr.  Bateman.  I  guess  it  is  something  of  a  Parkinson's  Law,  if 
you  give  a  Federal  agency  authority,  they  are  going  to  use  all  you 
give  them.  OK,  thank  you. 

Mr.  Tauzin.  Thank  you,  Mr.  Bateman.  Mr.  Laughlin,  questions. 

Mr.  Laughlin.  Thank  you,  Mr.  Chairman.  Mr.  Anderson,  on 
page  10  of  your  report,  I  think  you  have  broken  down  for  the  GAO 
the  assessments  paid  primarily  by  owners  and  operators  and  in  dif- 
ferent categories,  and  comment  we  often  hear  when  these  assess- 
ments are  made,  well,  they  are  going  to  be  passed  onto  the  con- 
sumer. I  wonder  in  this  breakdown  where  you  have  54  paid  by  the 
vessel's  owner  or  operator  and  then  the  next  category  is  22  are 
paid  only  by  the  owner,  then  17  are  paid  by  the  owner/operator,  or 
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one  other  party  such  as  a  charter — did  you  all  make  any  determine 
if  these  are  passed  on  to  the  consumer  or  if  they  are  taken  out  of 
the  profits  or  intended  profits  of  the  operator? 

Mr.  Anderson.  I  don't  believe  we  did  anything  on  that.  I  don't 
know  whether  we  got  any  information  during  the  audit  work. 

Ms.  Stamatiades.  No,  we  didn't.  What  we  tried  to  do  in  this  case 
was  to  see  who  is  actually  paying.  Not  the  agent  or  the  broker  or 
anything  like  that,  but  who  is  actually  paying  that  cost. 

Mr.  Laughlin.  Now,  when  you  talk  about  the  vessel's  owner,  you 
are  talking  about  the  large  seagoing  vessels  in  addition  to  the 
inland  waterway  vessels,  aren't  you? 

Mr.  Anderson.  Yes. 

Mr.  Laughlin.  And  in  that  category  you  would  have  vessels 
whether  they  are  flying  under  the  American  flag  or  Panamanian 
flag  would  be  paying  these  fees.  Is  that  correct? 

Mr.  Anderson.  That  is  correct. 

Mr.  Laughlin.  Now,  I  want  to  go  to  the  inland  waterway  fuel 
tax  section  and  ask  there  if  in  your  review  and  report  on  the  vari- 
ous levels  of  taxation  that  is  going  to  take  place  there  on  the  per 
gallon,  1993  they  increased  it  20  cents  per  gallon  by  '95  and  the 
proposal  to  increase  it  by  a  dollar  by  about  1997.  Where  did  this 
idea  originate?  I  mean  it  is  easy  to  come  in  here  and  say  it  is  the 
Clinton  Administration  or  President  Clinton,  but  probably  is  not 
President  Clinton  himself.  Where  did  this  proposal  start  floating 
around  town  from  the  Administration?  Where  could  we  point  our 
finger  and  say  which  agency,  which  individual  is  responsible  for 
this?  Is  that  fair,  Mr.  Chairman? 

Mr.  Tauzin.  Everything  is  fair  in  love  and  war,  I  suppose. 

Mr.  Laughlin.  Well,  the  reason — I  think  we  need  to  find  out 
what  consideration  they  gave  to  the  impact  this  fee  is  going  to  have 
on  agriculture,  on  a  lot  of  the  industry  of  mid-America  and  the 
Gulf  Coast  of  Texas  and  Louisiana — on  Louisiana — and  the  other 
coastal  states. 

Mr.  Anderson.  I  do  not  know  who  specifically  came  up  with  the 
idea  initially  but  I  do  know  that  with  the  work  that  we  have  done, 
if  that  information  had  been  available  sooner,  it  possibly  could 
have  changed  things  a  little  bit.  Because  when  you  find  out  that  71 
percent — there  has  been  a  71  percent  increase  in  the  assessments 
that  are  specific  to  the  maritime  industry  over  the  last  four 
years — that  might  cause  a  person  to  rethink  whether  or  not  he  or 
she  wants  to  impose  another  500  plus  percent  increase  in  another 
fee.  But  I  really  don't  know  who  initiated  the  idea. 

Mr.  Tauzin.  Will  the  gentleman  yield? 

Mr.  Laughlin.  Yes,  I  will  be  happy  to  yield,  Mr.  Chairman. 

Mr.  Tauzin.  If  you  want  to  find  that  dog,  I  think  I  have  found 
him  for  you.  A  CBO  study  dated  May  '92,  Chapter  4,  Inland  Water- 
ways. I  will  pass  it  to  the  gentleman  but  the  study  literally  makes 
the  claim  that  the  primary  users  of  the  inland  waterway  system 
are  commercial  passenger  boats,  commercial  recreational  vessels 
and  commercial  barges,  et  cetera,  and  that  like  users  of  the  high- 
way and  aviation  systems,  commercial  waterway  users  pay  fuel 
taxes,  that  are  intended  to  cover  some  of  the  system's  cost,  but  rev- 
enues from  fuel  taxes  yielded  only  63  million  dollars  in  1990  or  8 
percent  of  the  amount  spent  in  support  of  inland  waterway  system. 
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0MB  has  recommended  these  huge  increases  on  the  basis  of  this 
CBO  report. 

Mr.  Laughlin.  Mr.  Anderson,  my  point  is,  in  response  to  your 
statement  that  perhaps  these  things  wouldn't  have  been  considered 
if  your  study  had  been  available  to  them,  that  I  would  ask  that  you 
send  that  section  of  your  report  to  the  CBO,  0MB,  I  guess  the  Chief 
of  Staff,  the  President,  anybody  else  you  desire. 

Mr.  Anderson.  All  right,  we  will  do  that. 

Mr.  Laughlin.  Now,  the  last  area  I  wanted  to  ask  you  about,  Mr. 
Anderson,  is  I  believe  your  response  has  been — you  didn't  look  to 
see  where  commodities  were  flowing  in  the  international  trade  as 
you  made  your  findings 

Mr.  Anderson.  That  is  correct. 

Mr.  Laughlin.  Who  would  be  responsible  for  determining  the 
country  of  origin  for  commodities  that  came  into  the  United  States 
via  Canada  or  Mexico  that  had  these  exemptions  that  have  lowered 
their  revenues  that  the  Customs  Service  has  been  collecting  in  the 
past? 

Mr.  Anderson.  I  would  that  would  be  a  Customs'  responsibility. 

Mr.  Laughlin.  Mr.  Chairman,  do  we  have  anyone  here  from  Cus- 
toms today? 

Mr.  Tauzin.  No,  we  do  not. 

Mr.  Laughlin.  Would  it  be  appropriate  for  you  as  the  Chairman 
to  request  information  from  the  Customs  Service  what  mechanism 
they  are  using  to  track  the  country  of  origin?  Because  I  think  it  is 
important  for  us  to  know  if  countries  are  circumventing  our  cus- 
toms fees  to  bring  products  into  Canada  and  Mexico,  if  the  Chair- 
man would  concur  in  that  request. 

Mr.  Tauzin.  Well,  I  think  it  is  most  appropriate,  Mr.  Laughlin. 
Just  to  give  you  a  personal  anecdote,  I  was  home  in  the  heart  of 
sugar  country,  Thibodaux,  Louisiana,  just  a  couple  weeks  ago  pack- 
ing some  books  at  my  home  and  I  needed  some  cardboard  boxes.  I 
went  over  to  the  local  Winn-Dixie  and  asked  them  if  I  could  use 
some  of  their  discarded  boxes,  and  brought  them  over  to  the  house. 
I  noticed  everyone  of  them  was  stamped  Easter  candy,  imported 
from  Canada. 

Now,  Canada  doesn't  make  sugar.  But  it  is  exporting  a  lot  of 
candy  to  the  United  States.  We  have  a  sugar  import  quota.  The  Ca- 
nadian Free  Trade  Agreement  I  assume  doesn't  affect  candy  im- 
ported from  Canada.  There  is  an  awful  lot  of  sugar  in  that  candy. 
And  I  suspect  if  we  do  the  right  kind  of  research  we  might  be  sur- 
prised or  not  so  surprised  at  what  we  find.  But  these  numbers  cer- 
tainly indicate — when  you  see  25  percent  reduction  in  customs 
duties  with  the  rise  in  imports  we  have  seen  over  the  last  several 
years,  something  is  kind  of  smelly  in  Denmark  here.  Mr.  Laughlin. 

Mr.  Laughlin.  Well,  I  think  it  is  important,  Mr.  Chairman,  if  we 
talk  about  free  trade  is  we  talk  about  trade  agreements  that 
exempt  products  in  fairness  to  the  American  people  who's  con- 
stantly expected  to  pay  more,  that  we  have  an  obligation  to  deter- 
mine who  is  cheating  on  us,  and  frankly  where  the  cheatings  occur. 
So,  I  would  request  the  Chairman  that  we  send  that  to  the  Cus- 
toms. 

Mr.  Tauzin.  If  the  gentleman  would  further  yield.  It  may  not  be 
a  question  of  cheating.  I  mean  we  may  have  opened  that  door  with 
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the  Canadian  Free  Trade  Agreement,  no  cheating  going  on,  and  if 
Canadian  ports  have  lower  or  no  fees  as  compared  to  fees  that  are 
imposed  in  our  country,  92  fees  that  have  gone  up  71  percent  over 
the  last  few  years,  you  might  not  have  to  make  a  great  leap  of  in- 
tellectual logic  to  understand  that  a  shipper  might  choose  a  Cana- 
dian port  to  bring  some  goods  into  the  United  States.  We  literally 
have  created,  by  our  own  policy,  that  possibility.  We  ought  to  ex- 
plore what  in  fact  is  happening. 

Mr.  Laughlin.  That  is  my  point,  we  can't  even  make  a  decision 
unless  we  know  that  it  is  happening. 

Mr.  Tauzin.  Exactly. 

Mr.  Laughlin.  If  it  is  happening,  then  we  can  make  better  deci- 
sions, because  in  the  time  I  have  been  here  it  seems  that  most  na- 
tions of  the  world  are  far  better  traders  than  we  Americans  are, 
and  we  get  taken  to  the  mat  on  every  trade  arrangement  that  we 
have  had,  so  I  thank  the  Chairman  for  that.  And  the  last  comment, 
I  may  not  have  to  ask  the  panel,  Mr.  Chairman,  I  thought  I  under- 
stood you  to  say  that  you  are  going  to  ask  that  an  impact  study  be 
done  on  the  dollar — additional  dollar  fuel  tax  impact  on  American 
agriculture  and  manufacturing. 

Mr.  Tauzin.  Mr.  Laughlin,  if  you  will  yield  again,  you  are  cor- 
rect. Let  me  first  tell  you  that  from  our  view  of  the  CBO  report, 
the  CBO  only  examined  revenue.  It  only  examined  the  possibility 
that  extracting  more  revenue  from  the  waterway  users,  and  it 
never  looked  at  impacts.  And  the  recommendation  that  now  is 
before  the  Congress  from  the  President  on  this  dollar  increase  on 
the  fuel  tax  is  clearly  a  revenue  driven  recommendation  without 
concern  for  impact.  I  think  it  is  our  obligation  as  much  as  any  com- 
mittee's, to  help  supply  those  impact  numbers,  and  we  are  going  to 
request  some  analysis  be  done  about  it. 

Mr.  Laughlin.  That  is  all  I  have.  Thank  you,  Mr.  Chairman. 

Mr.  Tauzin.  I  thank  the  gentleman  for  his  questions.  Mr.  Barlow 
for  questions. 

Mr.  Barlow.  No  questions,  Mr.  Chairman.  I  am  very  glad  to  be 
here,  very  glad  to  hear  this  report.  Thank  you. 

Mr.  Tauzin.  Thank  you,  Mr.  Barlow.  Let  me  jump  quickly  back 
in,  Mr.  Anderson.  One  of  the  complaints  we  hear  is  that  not  only  is 
the  structure  by  which  costs  to  be  covered  in  fees  is  very  unclear 
and  very  ambiguous  agency  to  agency,  but  we  understand  that  not 
all  the  agencies  are  collecting  the  fees  in  the  same  way,  in  the 
same  places.  We  have  heard  complaints  that  harbor  maintenance 
fees  for  example  may  be  assessed  a  different  way  on  one  vessel  to 
the  next.  There  is  no  standard  for  the  application  of  a  lot  of  these 
fees  on  various  users  in  the  maritime  industry.  Have  you  examined 
or  seen  any  evidence  of  that  in  your  review? 

Mr.  Anderson.  No,  we  didn't.  I  do  know  that  there  was  a  study 
done  I  believe  in  1990  or  1991  by  GAO  on  the  harbor  maintenance 
fee  where  we  found  that  it  wasn't  being  enforced  across-the-board 
correctly. 

Mr.  Tauzin.  So  you  have  that  study  available  to  us  also? 

Mr.  Anderson.  Yes. 

Mr.  Tauzin.  And  that  study  indicates  that  those  complaints  are 
probably  correct? 
,     Mr.  Anderson.  Yes,  in  that  case. 
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Mr.  Tauzin.  And  do  you  know  whether  or  not  any  action  was 
taken  in  response  to  that  study? 

Mr.  Anderson.  I  believe  that  one  of  the  new  Administration's 
proposals  is  to  provide  some  additional  funds  to  improve  the  en- 
forcement efforts  in  that  regard.  That  is  basically  what  we  recom- 
mended be  done  in  that  report. 

Mr.  Tauzin.  It  is  fairly  important  if  we  are  going  to  have  a  fee 
that  we  assess  it  fairly  and  equally  among  the  users. 

Mr.  Anderson.  Yes. 

Mr.  Tauzin.  We  continue  to  hear  complaints  today  that  it  is  not 
being  done. 

Mr.  Anderson.  I  believe  that  we  estimated  about  23  million  dol- 
lars could  be  collected  if  they  enforced  it  better.  That  would  be  an 
option  to  tacking  on  additional  fees  just  to  enforce  some  of  those 
that  you  already  have. 

Mr.  Tauzin.  And  then  as  a  final  question  for  you,  when  we  ex- 
amined your  report  and  we  looked  at  the  amount  of  revenue  that  is 
yielded  from  some  of  these  fees,  we  found  the  amount  of  revenue  is 
minuscule.  Not  only  did  we  find  the  particular  incidence  of  a  fee 
being  collected  that  was  100  percent  rebated,  but  we  also  found 
some  fees  that  yielded  very  little  income,  and  that  I  suspect  the 
people  hired  to  collect  it  are  receiving  more  in  salaries  than  the  fee 
is  yielding.  Can  you  concur  in  that  observation?  Are  we  wrong  or  is 
that  probably  correct? 

Mr.  Anderson.  I  don't  know  for  sure.  I  do  know  that  if  the  chief 
financial  officers  are  doing  what  they  are  supposed  to  be  doing, 
that  would  certainly  shed  some  light  in  that  regard. 

Mr.  Tauzin.  Do  we  want  to  push  that  and  raise  fees?  Do  we  want 
to  consider  getting  rid  of  some  fees  that  obviously  don't  yield  any 
significant  income  and  really  just  create  a  burden  upon  the  indus- 
try and  upon  the  government.  And  I  suggest  to  the  members  that 
as  you  read  the  report  you  may  want  to  examine  some  of  those  par- 
ticular fees  as  they  apply  to  maritime  users  in  your  own  district. 
Mr.  Saxton  has  returned  and  I  want  to  yield  to  him. 

Mr.  Saxton.  Mr.  Chairman,  I  apologize  for  having  to  be  absent 
during  the  questioning.  I  suspect  that  I  am  the  last  questioner,  and 
that  we  also  have  to  go  vote,  so  I  will  just  pass  up  on  questioning  at 
this  time. 

Mr.  Laughlin.  Mr.  Chairman? 

Mr.  Tauzin.  Mr.  Laughlin. 

Mr.  Laughlin.  I  want  to  make  one  comment  to  Mr.  Anderson  for 
the  benefit  of  this  record  GAO.  On  page  53  of  the  CBO  report  be- 
ginning in  Chapter  4  Inland  Waterways,  where  they  talk  about  in 
1990  the  776  million  dollars  to  build,  operate,  maintain  the  nation's 
inland  waterway  system,  then  it  talks  later  in  that  paragraph  only 
collecting  63  million  in  that  year,  and  the  rest  coming  out  of  the 
general  revenue  funds  of  the  Federal  Government. 

Everyone  should  keep  in  mind,  Mr.  Chairman,  that  there  are 
benefits  to  every  American  citizen  in  the  United  States  of  America 
where  there  is  an  inland  waterway  system  that  this  report  is  com- 
plaining about.  And  the  example  I  would  give  you  is  I  represent  a 
coastal  district  that  goes  to  the  center  of  the  state  of  Texas,  almost 
300  miles  from  the  coastline,  and  a  Texas  Transportation  Institute 
Study  showed  that  if  you  close  the  inland  waterway  in  my  district. 
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not  even  the  Houston  area,  there  are  not  enough  railroad  cars  or 
18-wheel  trucks  in  all  the  vast  space  in  the  state  of  Texas  to  carry 
the  product  that  is  carried  in  the  intercoast  canal  in  one  day. 

Keeping  that  in  mind,  if  we  close  the  intercoastal  waterway,  we 
will  transfer  those  hazardous  materials  to  rail  cars  that  go  through 
almost  every  country  and  certainly  18  wheel  trucks  that  go 
through  almost  every  county  in  the  United  States  of  America,  and 
when  I  talk  to  the  people  in  the  center  of  the  state  of  Texas,  in  my 
district,  they  understand  the  importance  to  them  on  an  everyday 
basis  of  the  inland  waterway  system,  and  I  think  whoever  wrote 
this  report,  to  be  fair,  was  probably  ignorant  of  the  importance  and 
certainly  needs  to  be  educated  to  the  benefits  to  every  American 
regardless  of  how  many  miles  they  live  from  the  inland  waterway 
system  because  otherwise  they  would  have  18-wheel  trucks  that  get 
in  car  wrecks  and  rail  cars  that  turn  over,  just  the  one  up  in  Mary- 
land did  the  other  day,  and  it  has  shut  down  that  state's  transpor- 
tation system  in  some  segments  for  several  days  now. 

So,  Mr.  Chairman,  I  make  that  statement  to  point  out  people 
should  not  think  that  the  only  citizens  getting  a  benefit  from  the 
inland  waterway  system  are  those  that  live  on  the  banks  of  the 
canal  or  the  river  that  is  a  part  of  the  system.  And  having  made 
that  statement  for  the  benefit  of  this  record  and  the  GAO,  Mr. 
Chairman,  I  would  yield  back  and  thank  you  for  recognizing  me. 

Mr.  Tauzin.  Thank  you,  Mr.  Laughlin,  and  I  want  the  audience 
to  know  that  ignorance  was  the  mildest  term  the  gentleman  from 
Texas  could  conjure  up  in  this  emotional  moment.  The  truth  is 
that  I  drove  down  the  interstate  highways,  down  the  throat  of  that 
storm  recently,  and  spent  three  days  on  the  road  trying  to  get  from 
Louisiana  to  Washington,  and  if  anybody  appreciates  the  conges- 
tion of  18-wheelers  on  the  interstate  highways,  I  do  now. 

Quickly  before  we  leave,  we  have  about  eight  minutes,  the  point 
I  was  making  in  regards  to  the  fees  that  generate  little  revenue.  If 
you  look  on  page  4  of  Mr.  Anderson's  testimony,  you  will  see  that 
the  Interstate  Commerce  Commission  levies  18  fees  that  collect  8 
thousand  dollars  for  the  government.  You've  got  to  wonder  how 
many  people  we  employ  to  collect  that  8  thousand  dollars.  Maybe 
we  ought  to  look  at  that. 

You  look  at  the  Federal  Maritime  Commission  levies  13  fees  and 
collects  all  of  51  thousand  dollars.  I  am  told  the  salary  of  the  ad- 
ministrator of  St.  Lawrence  Seaway  Development  Corporation  is 
about  three  times  that  figure  alone.  We  need  to  really  consider  as 
we  examine  this  report  whether  or  not  we  want  to  recommend 
some  legislation  to  the  Congress  in  this  area. 

Mr.  Anderson,  thank  you  so  very  much  and  to  the  ladies  who  ac- 
companied you  today  and  were  such  great  assistance  to  us  in  this 
report,  let  me  also  say  thank  you  on  behalf  of  the  Subcommittees 
and  to  all  of  you  at  GAO.  We  will  be  forwarding  you  some  more 
requests  to  follow  up.  Your  report  has  raised  as  many  questions  as 
it  provided  answers  to  us  and  we  will  enjoy  working  with  you  over 
the  next  months  and  perhaps  even  years.  Thank  you,  Mr.  Ander- 
son. 

Mr.  Anderson.  Thank  you. 
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Mr.  Tauzin.  We  will  recess  the  committee  now  while  we  go  and 
vote.  We  will  return  in  approximately  10  to  15  minutes  for  the 
second  panel.  The  committee  stands  in  recess. 

[Recess.] 

Mr.  Tauzin.  The  meeting  will  please  come  to  order.  We  have  got 
a  big  second  panel.  You  notice  those  lights  in  front  of  you?  We  are 
going  to  ask  you  to  please  watch  them.  We  are  going  to  ask  you  to 
summarize  your  testimony  and  within  the  five-minute  rule,  which 
means  that  your  written  testimony  is  already  a  part  of  the  record. 
We  can  read  it  in  front  of  us,  please  don't  read  it  again  to  us.  We 
want  to  welcome  Ms.  Anne  Aylward,  Mr.  John  Joeckel,  Mr.  Joseph 
Farrell,  Mr.  Rod  Schonland,  Mr.  Kendell  Keith,  Mr.  Channing 
Hayden  and  Mr.  Anthony  lanello,  Jr.  And  we  will  start  with  Ms. 
Aylward. 

STATEMENT  OF  ANNE  D.  AYLWARD,  MARITIME  DIRECTOR,  MAS- 
SACHUSETTS PORT  AUTHORITY,  REPRESENTING  THE  AMERI- 
CAN ASSOCIATION  OF  PORT  AUTHORITIES  AND  THE  TRADE 
TAXES  GROUP 

Ms.  Aylward.  Thank  you  very  much,  Mr.  Chairman.  I  think  I 
will  follow  your  advice,  submit  my  testimony  for  the  record  but 
throw  most  of  it  out  and  simply  respond  to  the  comments  from  the 
members  asking  questions  of  the  GAO  panel.  I  have  rarely  heard 
such  a  terrific  set  of  questions  and  comments.  I  don't  really  think 
that  you  need  a  panel  of  expert  witnesses;  you  clearly  understand 
the  issues  before  you,  but  since  I  have  the  opportunity  to  comment, 
I  will. 

I  am  here  today  on  behalf  of  the  American  Association  of  Port 
Authorities  which  represents  virtually  every  U.S.  public  port  as 
well  as  the  major  ports  in  Canada,  Central  and  South  America  and 
the  Caribbean.  My  testimony  today  represents  the  views  of  the  U.S. 
ports. 

Two  years  ago,  we  came  before  this  committee  to  testify  on  the 
impacts  of  increased  trade  taxes  and  user  fees  on  our  ports.  I  re- 
member very  clearly  Representative  Saxton  asking  about  the  cu- 
mulative impacts,  and  we  all  kind  of  looked  at  each  other  because 
up  until  the  point  of  this  GAO  report  being  published  a  couple  of 
weeks  ago,  there  was  no  place  you  could  go  to  find  even  a  listing  of 
the  taxes  and  user  fees,  never  mind  the  dollar  impacts.  No  one 
had — there  was  just  no  compilation  of  them,  so  the  GAO  report  is 
truly  a  huge  step  forward  for  all  of  us. 

We  look  forward  to  working  with  the  GAO  in  terms  of  follow-up. 
As  we  have  talked  this  morning,  I  have  heard  a  number  of  times 
the  comment  of  the  impact  on  the  maritime  industry.  I  think  it  is 
very  important  to  understand  that  we  are  talking  here  not  only 
about  the  impact  on  a  single  industry,  but  in  terms  of  the  impact 
on  the  entire  nation.  We  are  talking  about  an  impact  on  our  na- 
tion's global  competitiveness,  and  I  think  there  are  some  funda- 
mental choices  that  need  to  be  made  in  terms  of  how  it  is  we  need 
to  work  together  to  deal  with  the  national  deficit,  how  we  are  going 
to  raise  sufficient  money  to  cover,  you  know,  what  needs  to  be  cov- 
ered in  the  budget,  and  is  that  going  to  be  done  in  user  fees  or  is  it 
going  to  be  done  in  terms  of  general  revenues. 
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If  you  look  at  the  bottom  line  of  the  GAO  report,  once  you  get 
through  the  117  different  assessments,  and  the  11.9  billion  dollars, 
89  percent  of  that  money  is  going  back  into  the  general  fund.  Now, 
we  have  heard  a  lot  about  user  fees  in  the  last  decade.  I  think 
when  you  talk  about  89  percent  of  what  is  being  raised  going  back 
to  the  general  fund,  you  are  not  talking  about  user  fees  anymore. 
And  I  think  we  need  to  understand  whether,  in  fact,  that  is  the  ap- 
propriate way  to  be  raising  that  money.  What  is  the  impact  on  our 
nation's  competitiveness  when  we  are  talking  about  taxing  ex- 
ports? 

A  number  of  you  have  heard  me  testify  before  on  the  negative 
impact  of  trade  taxes,  particularly  the  impact  of  the  harbor  main- 
tenance tax  on  our  northern  tier  ports.  It  is  not  that  we  object  to 
competing  with  our  colleagues  in  Canada;  the  Canadians  run  a 
very  efficient  port  system.  What  we  object  to  is  the  fact  that  every 
cost  savings  we  achieve  in  our  labor  agreements  in  our  U.S.  ports, 
in  terms  of  investment,  and  I  would  remind  you  that  the  invest- 
ment that  has  built  our  U.S.  port  system  is  an  investment  of  local 
and  state  dollars.  There  are  not  Federal  dollars  that  have  built  the 
terminals  in  the  U.S.  ports. 

We  are  happy  to  compete  with  the  Canadian  ports,  but  when  in  a 
single  pen  stroke  as  part  of  the  Budget  Reconciliation  in  1990,  the 
harbor  maintenance  tax  is  tripled,  the  impact  on  a  company  like 
Polaroid — and  I  am  sure  Mr.  Schonland  will  testify  with  passion  on 
this  one — when  a  company  like  Polaroid  sees  the  harbor  mainte- 
nance tax  increasing  to  the  point  that  the  tax  is  now  more  than 
the  total  cost  of  handling  a  Polaroid  container  in  the  Port  of 
Boston,  we  have  a  problem. 

We  are  creating  diversion  to  Canadian  ports  simply  as  a  function 
of  lack  of  understanding.  I  believe,  I  choose  to  believe  Congress  did 
not  understand  what  it  was  doing  to  the  competitiveness  of  U.S.  ex- 
ports. Perhaps  that  ignorance  is  something  that  the  GAO  report 
will  help  us  all  to  better  understand. 

I  would  urge  you  to  work  with  us  and  with  the  GAO  to  maintain 
this  data  base  so  that  we  can  update  it  on  a  regular  basis  so  that 
we  can  use  it  for  further  evaluation.  It  is  a  starting  point,  but  it  is 
only  the  starting  point.  We  need  to  better  understand  why  cargo  is 
moving  the  way  it  is  moving.  I  should  perhaps  point  out  that  cus- 
toms fees  are  in  fact  collected  regardless  of  the  border  that  is 
crossed.  It  is  the  harbor  maintenance  tax  and  taxes  like  it,  the 
taxes  that  are  assessed  only  on  vessels  in  U.S.  ports  that  create  92 
reasons  for  cargo  not  to  use  the  ports  that  we  have  invested  in  in 
this  nation. 

We  are  delighted  that  you  have  created  this  opportunity  for  us  to 
testify  and  I  would  be  glad  to  take  questions  at  the  end  of  the 
panel.  Thank  you. 

[Statement  of  Ms.  Aylward  can  be  found  at  end  of  hearing.] 

Mr.  Tauzin.  Ms.  Aylward,  before  you  leave  your  testimony,  page 
5  you  give  some  specific  example,  I  know  Mr.  Laughlin  had  asked 
and  Mr.  Coble  had  asked  for  examples  of  the  difference  in  the 
charges  of  United  States  ports  and  Canadian  ports.  Would  you  cite 
that  for  the  record? 

Ms.  Aylward.  Certainly.  One  of  the  examples  that  we  have  fre- 
quently used  is  the  cost  of  for  a  typical  container  vessel  entering  a 
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U.S.  port.  The  cargo  ends  up  paying  75  thousand  dollars  in  harbor 
maintenance  taxes.  At  a  hearing  last  week,  John  Terpstra,  my  col- 
league, the  Director  of  the  Port  of  Tacoma,  indicated  that  for  every 
dollar  that  a  shipper  in  and  out  of  Puget  Sound  pays  in  harbor 
taxes  they  benefit  in  one  penny  of  maintenance  dredging,  so  his 
feeling  was  that  that  was  not  a  vital 

Mr.  Tauzin.  In  Vancouver  there  are  no  such  taxes. 

Ms.  Aylward.  No,  there  is  no  such  Federal  tax  in  Canada. 

Mr.  Tauzin.  Thank  you,  Ms.  Aylward.  Our  second  witness  is  Mr. 
John  Joeckel.  Mr.  Joeckel. 

STATEMENT  OF  JOHN  JOECKEL,  MANAGER,  FLEET  OPERATIONS, 
ASHLAND  PETROLEUM  COMPANY,  REPRESENTING  THE  AMERI- 
CAN PETROLEUM  INSTITUTE  AND  THE  AMERICAN  INSTITUTE 
OF  MERCHANT  SHIPPING 

Mr.  Joeckel.  Thank  you,  Mr.  Chairman.  I  am  John  Joeckel, 
Manager  of  Fleet  Operations,  Ashland  Petroleum  Company.  I  am 
here  today  representing  the  American  Institute  of  Merchant  Ship- 
ping and  the  American  Petroleum  Institute.  We  have  joined  togeth- 
er for  the  purpose  of  today's  hearing  because  of  the  extraordinary 
importance  and  substantial  impact  current  and  future  user  fees 
and  taxes  have  and  will  continue  to  have,  on  the  viability  of  the 
maritime  community  and  its  continued  ability  to  provide  American 
businesses  and  ultimately,  the  general  public  with  low  cost,  effi- 
cient, and  reliable  transportation  services. 

The  GAO  found  that  in  fiscal  year  1991,  a  total  of  11.9  billion 
dollars  in  Federal  revenue  and  agency  reimbursements  were  col- 
lected from  the  maritime  industry.  Another  28  assessments  were 
pending  implementation  and  therefore  were  not  included  in  the 
total.  Although  we  strongly  support  the  intent  of  the  GAO  report 
in  compiling  the  cost  impact  on  our  industry  from  current  Federal 
taxes,  it  is  important  that  you  are  fully  aware  that  this  industry 
will  face  severe  cost  impacts  from  newly  proposed  Federal  user  fees 
and  taxes,  such  as  the  BTU  tax  and  the  astronomical  increase  in 
the  inland  waterways  fuel  tax. 

Both  of  these  taxes  are  assumed  in  the  budget  resolution  recent- 
ly passed  by  the  House.  It  is  also  vitally  important  that  you  be  cog- 
nizant of  the  fact  that  the  domestic  marine  industry  is  under  an 
enormous  cost  burden  in  attempting  to  comply  with  various  Feder- 
al regulatory  initiatives,  such  as  the  Oil  Pollution  Act  of  1990  and 
the  Clean  Air  Act  Amendments  of  1990.  Costs  from  new  or  in- 
creased taxes,  combined  with  regulatory  compliance  requirements 
will  severely  erode  the  ability  of  the  domestic  maritime  industry  to 
provide  jobs  and  sufficient  capital  investment  to  ensure  long-term 
viability  of  this  lowest  cost,  environmentally  sound  mode  of  trans- 
portation. 

At  my  company,  we  are  faced  with  almost  100  million  dollars  in 
expenditures  to  phase  out  our  single-hull  barges  and  replace  them 
with  double-hulls  as  required  by  OPA  90.  At  the  same  time,  we  will 
be  seeing  our  annual  Federal  fuel  tax  bill  increase  from  900,000 
dollars  in  1992  to  8.1  million  in  1997  when  the  BTU  and  waterways 
taxes  are  fully  phased  in.  That  is  8.1  million  dollars  that  would 
otherwise  be  reinvested  in  new  equipment  and  jobs. 
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If  an  increase  in  the  fuel  tax  is  enacted,  the  impact  on  waterway- 
related  industries  would  be  devastating.  The  low  cost  of  waterway 
transportation  is  valuable  to  America's  industries  and  agriculture 
which  rely  on  the  waterways  to  move  substantial  quantities  of  raw 
materials,  such  as  coal,  farm  crops,  and  oil  products  cost  efficiently 
from  origin  to  destination.  With  the  addition  of  a  new  one  dollar  a 
gallon  fuel  tax  and  an  almost  nine  cent  a  gallon  BTU  tax,  water 
transportation  costs  would  escalate  dramatically  with  exports,  in- 
vestments, and  employment  being  adversely  impacted  by  the  sub- 
stantial direct  costs  not  only  from  the  enormous  secondary  and  in- 
direct costs  rippling  throughout  the  entire  economy. 

The  costs  of  goods  and  services  will  increase  and  may  reignite 
the  flames  of  inflationary  pressures.  These  taxes  will  weaken  the 
competitive  position  of  U.S.  businesses  in  world  markets,  particu- 
larly for  coal  and  grain,  by  increasing  the  price  of  exported  goods, 
by  potentially  reducing  domestic  jobs  that  depend  upon  the  export 
markets  and  by  increasing  our  trade  deficit. 

The  combination  of  user  fees,  taxes,  and  other  charges  greatly 
concerns  the  owners  and  operators  of  both  deep-draft  and  shallow- 
draft  vessels.  The  BTU  tax  will  increase  the  base  cost  of  bulk  and 
manufactured  goods  slated  for  the  export  market.  Add  to  this  base 
cost  the  waterways  transportation  costs  of  moving  that  cargo  to  an 
export  port,  we  will  see  that  commodity  priced  out  of  the  overseas 
marketplace.  Therefore,  not  only  do  vessel  owners  and  operators 
have  concern  with  the  increased  direct  cost  to  their  operations 
from  increased  fuel  costs,  but  the  indirect  and  secondary  impacts 
could  substantially  reduce  their  domestic  customer  base  as  a  result 
of  a  reduction  in  export  tonnage. 

For  example,  if  bulk  coal  or  grain  is  priced  out  of  the  world  mar- 
ketplace, there  will  be  a  reduction  in  the  number  of  inland  river 
barges  required  to  move  those  commodities  from  the  U.S.  heart- 
land to  Baton  Rouge  and  New  Orleans  for  trans-shipment  to  deep- 
draft  vessels.  With  the  reduction  of  export  tonnage,  there  will  be  a 
corresponding  reduction  in  the  need  for  deep-draft  vessels  in  Baton 
Rouge  and  New  Orleans  to  load  these  commodities  destined  for  the 
world  marketplace. 

The  scenario  translates  directly  into  laid  up  barges  and  ships, 
lost  employment  and  lost  revenues  to  vessel  operators,  port  au- 
thorities and  the  shipyards  and  stevedoring  operations  that  service 
these  vessels.  Also,  in  international  trade,  U.S.  flag  operators  are 
already  at  a  distinct  cost  disadvantage  against  their  foreign  compe- 
tition in  a  number  of  areas.  Imposition  of  direct  user  fees  for  in- 
spections or  examination  and  other  fees,  which  are  substantial,  fur- 
ther degrades  the  competitive  position  of  U.S.-flag  companies. 

Moreover,  the  inland  waterways  fuel  tax  conflicts  with  environ- 
mental objectives  by  shifting  from  the  most  environmentally 
friendly  and  fuel  efficient  transport  mode  to  less  efficient  trans- 
porters. A  typical  Ohio  River  oil  products  tow,  for  example,  will 
carry  over  150,000  barrels  of  cargo.  It  would  take  750  tanker  trucks 
or  315  rail  cars  to  transport  that  same  volume. 

Yes,  the  BTU  tax  and  the  Inland  Waterways  tax  concerns  the 
maritime  community  greatly  in  relation  to  direct  costs,  as  well  as 
from  the  indirect  and  secondary  cost  perspective.  However,  in- 
creases in  harbor  maintenance  fees,  vessel  tonnage  taxes,  direct 
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and  indirect  Coast  Guard  user  fees  and  customs  user  fees  are  of  ad- 
ditional concern. 

Implementation  and/or  the  increase  of  direct  user  fees  or  taxes 
will  further  degrade  the  competitive  position  and  long-term  viabili- 
ty of  the  inland  river  transporters  and  the  U.S.-flag  oceangoing 
vessel  companies.  As  I  testified  last  week,  I  represent  an  industry 
which  is  being  smothered  by  regulations  arising  from  OPA  90  and 
other  environmental  statutes.  Compounding  this  situation  with  in- 
creased user  fees  and  other  taxes  may  result  in  driving  good,  envi- 
ronmentally responsible  companies  out  of  business. 

We  urge  the  members  of  these  two  subcommittees  to  acknowl- 
edge and  understand  the  dire  implications  of  the  cumulative  cost 
impact  of  a  broad-range  of  regulatory  requirements,  user  fees,  and 
taxes  currently  imposed  or  scheduled  to  be  imposed  on  the  mari- 
time sectors.  Thank  you. 

[Statement  of  Mr.  Joeckel  can  be  found  at  end  of  hearing.] 

Mr.  Laughlin.  The  next  witness  will  be  Mr.  Joseph  Farrell.  Mr. 
Farrell,  I  would  remind  you  that  your  entire  statement  is  made  a 
part  of  this  record  and  if  you  could  summarize  it,  I  would  appreci- 
ate it.  Thank  you  very  much. 

STATEMENT  OF  JOSEPH  A.  FARRELL,  PRESIDENT,  AMERICAN 
WATERWAYS  OPERATORS,  ALSO  REPRESENTING  THE  NATION- 
AL WATERWAYS  CONFERENCE,  INC. 

Mr.  Farrell.  Thank  you,  Mr.  Chairman.  I  am  Joe  Farrell,  Presi- 
dent of  the  American  Waterways  Operators,  and  I  am  also  privi- 
leged to  combine  our  testimony  with  that  of  the  National  Water- 
ways Conference  which  is  a  trade  association  comprised  of  about 
400  members  all  along  the  banks  of  the  inland  rivers  of  the  United 
States. 

For  several  years,  Mr.  Chairman,  we  have  attempted  to  get  the 
Congress  attention  to  the  concept  of  user  taxes  without  any  suc- 
cess, and  we  are  delighted  and  commend  you  for  the  effort  that  has 
produced  the  GAO  study  on  this  matter.  Here  you  have  10  or  12 
billion  dollars  assessed  in  user  fees  or  user  taxes  against  the  mari- 
time industry.  While  I  realize  this  committee  can't  reach  far 
enough  to  get  a  comprehensive  analysis  of  all  user  taxes  now  im- 
posed by  the  Federal  Government,  that  badly  needs  doing. 

Just  one  illustration:  In  the  Reagan  Administration,  I  recall  well 
that  the  Secretary  of  Transportation  boasted  that  90  percent  of  the 
Department  of  Transportation's  budget  was  paid  for  by  user  taxes. 
There  is  a  gross  injustice  in  these  taxes  in  our  view,  Mr.  Chairman. 

About  20  years  ago,  I  suppose  toward  the  end  of  the  Vietnam 
era,  it  became  increasingly  difficult  for  members  of  Congress  and 
the  Executive  Branch  of  government  to  raise  personal  income 
taxes.  That  got  more  and  more  difficult  as  time  went  on,  and  yet 
the  Federal  Government  needs  money.  And  one  way  that  they 
have  resorted  to  is  to  impose  user  taxes  and  then,increase  those 
taxes.  You  pick  off  essentially  one  sector  of  American  society  at  a 
time.  It  is  a  form  of  taxation  without  adequate  representation. 

So  we  hope  that  what  you  have  done  regarding  this  study  will 
produce  some  badly  needed  results  in  this  particular  area.  Specifi- 
cally, just  to  make  a  comment  about  the  proposed  increase  in  the 
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inland  waterways  fuel  tax  of  525  percent,  you  should  understand 
that  our  calculations  show  that  that  would  confiscate  25  percent  of 
the  revenues  of  the  inland  towing  industry.  I  don't  know  of  any  in- 
dustry in  America  that  can  withstand  confiscating  a  quarter  of  its 
revenues. 

We  have  concluded  that  this  particular  part  of  the  President's 
economic  package  was  thrown  together  in  haste,  that  it  was  sub- 
jected to  no  analysis  as  to  consequences.  It  appears  that  the  Presi- 
dent agrees  with  us.  In  a  recent  interview  with  CBS  News  he  said 
there  was  no  intention  to  do  this  sort  of  thing  and  that  needed  to 
be  revisited.  And  your  colleagues  in  the  other  chamber  last  week 
voted  88  to  12  to  remove  this  tax  from  the  overall  package. 

As  a  matter  of  fact,  in  our  view  the  Administration  has  this 
backwards.  The  President  has  asserted  that  the  government  needs 
to  invest  in  high  tech  and  in  people  and  an  infrastructure,  and  our 
industry  constitutes  the  great  majority  of  maritime  infrastructure. 
And  rather  than  tax  us  to  death,  it  would  seem  prudent  and  benefi- 
cial to  invest  further  in  this  mode  of  transportation. 

All  through  our  history,  Mr.  Chairman,  the  Federal  Government 
has  invested  in  infrastructure,  commencing  in  to  the  early  19th 
Century  in  the  Erie  Canal,  the  land  grants  to  the  railroads.  Presi- 
dent Eisenhower's  interstate  highway  network,  and  in  the  '30's  the 
beginning  of  the  great  projects  of  locks  and  dams  on  the  inland 
rivers.  These  are  not  subsidies;  they  are  investments.  This  Presi- 
dent seems  to  understand  that.  And  those  investments  through  our 
history  have  produced  a  cornucopia  of  benefits  for  our  citizens. 
Thank  you. 

[Statement  of  Mr.  Farrell  can  be  found  at  end  of  hearing.] 

Mr.  Laughlin.  Thank  you.  And  next  Mr.  Schonland,  Manager  of 
Trade  Relations,  Polaroid  Corporation.  Mr.  Schonland,  and  your 
statement  is  a  part  of  this  record. 

STATEMENT  OF  ROD  SCHONLAND,  MANAGER,  TRADE  REGULA- 
TIONS,  POLAROID  CORPORATION,  REPRESENTING  THE  NEW 
ENGLAND  SHIPPERS  ADVISORY  COUNCIL  AND  THE  AGRICUL- 
TURE OCEAN  TRANSPORTATION  COALITION 

Mr.  Schonland.  Mr.  Chairman  and  members  of  the  Subcommit- 
tee, my  name  is  Rod  Schonland.  I  am  the  Manager  of  Trade  Regu- 
lations for  Polaroid  Corporation,  headquartered  in  Cambridge,  Mas- 
sachusetts, and  with  facilities  at  numerous  sites  throughout  New 
England.  I  am  appearing  today  on  behalf  of  the  New  England  Ship- 
pers Advisory  Council,  and  it  is  in  that  capacity  that  I  am  here 
today  to  discuss  the  impact  on  our  members  of  Federal  assessments 
on  trade  movements,  and  particularly,  the  Harbor  Maintenance 
Tax. 

The  New  England  Shippers  Advisory  Council  is  a  group  of  more 
than  140  New  England  companies  that  ships  through  the  Port  of 
Boston  and  other  New  England  and  northeast  ports.  Many  of  our 
members  are  major  U.S.  exporters  and  processors  of  goods  which 
are  entered  at  these  ports. 

My  testimony  today  also  reflects  the  views  of  another  organiza- 
tion, the  Agricultural  Ocean  Transport  Coalition  whose  member- 
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ship  across  the  United  States  includes  growers,  processors,  suppli- 
ers and  vendors  to  the  farm,  forest  and  fiber  agriculture  industry. 

The  Committee  has  done  a  service  to  the  shipping  community  in 
requesting  the  GAO  report  on  Federal  assessments  levied  on  com- 
mercial vessels.  This  report  demonstrates  the  sheer  magnitude  of 
the  burden  on  trade  and  competitiveness  posed  by  119  different  as- 
sessments by  12  different  agencies  on  the  movement  of  goods 
through  the  ports  of  the  United  States.  As  Congress  considers  the 
Administration's  tax  and  budget  proposals  to  address  the  deficit,  it 
is  imperative  that  these  assessments  also  be  reevaluated.  True  defi- 
cit reduction  depends  upon  long-term  productivity  and  internation- 
al competitiveness. 

The  unintended  consequence  of  expanding  so-called  user  fee  tax- 
ation on  trade  movements  is  the  distortion  of  trade  and  the  poten- 
tial relocation  of  the  country's  productive  assets.  This  basic  fact 
has  been  recognized  by  Republican  and  Democratic  Administra- 
tions alike  with  respect  to  tariffs  under  the  Uruguay  Round  and 
NAFTA  negotiations.  The  current,  and  possibly  increasing,  levels 
of  non-tariff  assessments  on  commercial  vessel  trade  contradict 
that  premise. 

Although  our  groups  are  deeply  concerned  about  the  cumulative 
effects  of  these  taxes,  I  would  like  to  focus  my  testimony  on  one  of 
the  user  fees  identified  in  the  GAO  study,  the  Harbor  Maintenance 
Tax.  This  tax  was  tripled  in  1990  to  its  current  level  of  .125  percent 
of  the  value  of  cargo,  despite  explicit  assurances  by  the  Senate  Fi- 
nance Committee  in  1986  that  increases  would  not  occur.  At  this 
new  level  the  tax  is  generally  unfair  and  especially  burdensome  to 
New  England  interests. 

The  Administration  has  now  identified  this  fee  as  an  element  of 
its  deficit  reduction  program,  estimating  that  collections  will  in- 
crease by  165  million  dollars  over  four  years  through  the  allocation 
of  trust  fund  moneys  for  compliance. 

U.S.  exports  have  played  a  major  role  in  supporting  the  recovery 
of  our  economy.  Yet,  this  tax  effectively  penalizes  exports.  The  ad- 
ditional expense  invariably  is  reflected  in  higher  prices  of  U.S. 
products  in  foreign  markets,  thus  putting  U.S.  products  at  a  com- 
petitive disadvantage. 

The  assessment  is  also  contrary  to  the  goal  of  correlating  a  user 
fee  to  the  value  of  the  services  provided.  Since  the  time  that  the 
tax  was  tripled  in  1991,  supposedly  to  account  for  100  percent  of 
the  Army  Corps  of  Engineers'  operation  and  maintenance  costs,  in- 
stead of  40  percent,  a  substantial  surplus  has  accumulated  in  the 
Harbor  Maintenance  Trust  Fund. 

It  is  our  understanding  that,  at  the  end  of  fiscal  year  1992,  there 
was  a  surplus  of  more  than  120  million  dollars  in  the  fund.  This 
surplus  has  accumulated  despite  the  fact  that  compliance  levels 
have  been  below  50  percent;  full  compliance  at  the  current  rate  of 
.125  will  succeed  only  in  increasing  the  amount  of  surplus  further. 
On  the  other  hand,  based  on  our  calculations  of  potentially  collect- 
ible Harbor  Maintenance  Tax  income,  derived  from  the  Corps  of 
Engineers'  own  data,  the  full  recovery  of  the  Harbor  Maintenance 
costs  can  be  met  at  the  previous  assessment  level  of  close  to  .04 
percent.  Increasing  a  user  fee  for  those  who  pay,  in  order  to  offset 
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the  lack  of  income  from  those  who  don't,  is  poor  tax  policy  and 
grossly  unfair. 

Increasing  compliance  at  higher  assessment  levels  in  order  to  in- 
crease a  surplus  is  even  worse.  I  would  like  to  stop;  I  am  going  to 
run  out  of  time. 

[Statement  of  Mr.  Schonland  can  be  found  at  end  of  hearing.] 

Mr.  Laughlin.  Thank  you,  Mr.  Schonland.  Mr.  Farrell,  I  couldn't 
agree  more  with  your  statement,  investments  in  infrastructure  is 
not  a  subsidy.  I  couldn't  agree  more,  but  would  you  also  agree  that 
investments  in  infrastructure  is  not  pork  barrel  politics?  And  I  am 
very  serious  when  I  ask  that. 

Mr.  Farrell.  My  response  is  serious,  Mr.  Chairman.  Of  course, 
that  is  right. 

Mr.  Laughlin.  The  reason  I  ask  that,  I  think  it  is  incumbent 
upon  your  industry  and  the  other  industries  that  are  sitting  here 
asking  us  to  help  you  on  these  fees  that  you  have  been  subjected  to, 
that  sometimes  you  take  people  to  task  in  the  media,  at  the  news- 
papers and  at  the  television  stations  and  radio  stations,  that  these 
type  of  projects  are  pork  barrel.  And  I  think  you  can  go  throughout 
this  committee  on  both  sides  of  the  aisle  and  find  that  there  is 
members  here  that  understand  the  need  for  a  good  sound  inland 
water  system,  and  then  we  get  some  jerks  across  the  street  who  get 
up  and  say  that  because  we  are  trying  to  improve  the  waterway 
systems,  it  is  pork  barrel  politics.  Do  you  follow  what  I  am  talking 
about? 

Mr.  Farrell.  I  sure  do. 

Mr.  Laughlin.  And  so  I  am  passing  it  back  to  you.  You  are  here 
asking  us  for  tax  relief.  And  I  think  you  have  got  a  sympathetic 
audience  in  this  committee,  and  it  certainly  appears  that  you  got 
far  too  many  user  fees,  but  at  the  same  time  I  think  you  all  have 
an  obligation  to  speak  up.  If  you  truly  believe  that  this  type  of  in- 
vestment in  infrastructure  is  not  a  subsidy  and  is  not  pork  barrel 
but  indeed  an  investment  in  America  as  you  tell  us — I  am  just 
passing  the  buck  back  to  you.  There  is  some  things  that  your  indus- 
try should  do. 

Mr.  Farrell.  Mr.  Chairman,  we  have  been  doing  that  for  years. 
You  have  to — or  at  least  I  hope  you  can  understand — in  compari- 
son to  the  Congress  and  the  Executive  Branch  of  government,  the 
American  Waterways  Operators  disappear  from  view.  I  would  be 
happy  to  send  you  statements,  speeches,  articles  and  so  forth  where 
we  have  addressed  this  subject  before.  I  have  absolutely  been  aston- 
ished through  the  years  that  the  government  does  not  seem  to  be 
able  to  come  to  grips  with  the  whole  subject  of  taxation.  It  is  a  bi- 
partisan disease,  if  I  may.  This  President  talks  about  raising  per- 
sonal income  taxes  for  1.2  percent  of  Americans.  The  Americans  in- 
cidentally most  people  are  happy  to  hate:  the  wealthy.  And  in  the 
Reagan  years  we  recall  all  too  well  the  statement,  "No  more  taxes, 
read  my  lips."  I  mean,  it  is  time  that  the  government  took  respon- 
sibility for  what  it  is  doing.  Earlier  you  and  your  colleagues  were 
talking  about  user  taxes  that  collect  eight  thousand  dollars  and  an- 
other said  that  collect  51  thousand  dollars,  and  it  is  suggested  that 
maybe  something  ought  to  be  done  about  that.  Why  don't  you  act 
and  stop  that? 
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Mr.  Laughlin.  Now,  Ms.  Aylward  and  for  Mr.  Schonland,  also, 
have  either  of  your  organizations  made  any  attempt  to  track  the 
loss  of  business  that  may  have  occurred  through  rerouting  imports 
of  commodities  through  Canada.  Both  of  you  are  up  in  that  region 
of  our  country? 

Ms.  Aylward.  Yes,  we  have.  It  is  very  difficult  to  do  because  un- 
fortunately the  U.S.  Government  does  not  collect  the  data.  We 
have  done  the  best  we  can,  anecdotally,  talking  with  our  custom- 
ers, and  we  estimate  that  a  good  10  to  20  percent  of  cargo  that 
could  and  would  otherwise  be  moving  through  the  Port  of  Boston  is 
moving  across  the  border  through  the  Port  of  Montreal.  However, 
it  is  difficult  to  document  that  statistically  because  the  data  bases 
simply  don't  gather  the  information,  and  one  of  the  follow-ups  that 
we  might  suggest  from  the  GAO  is  to  work  with  Customs  to  gener- 
ate that  information.  It  is  something  we  would  be  glad  to  work 
with  you  further  on.  Rod,  I  don't  know  if  you  want  to  expand  on 
that. 

Mr.  Schonland.  I  would  like  to  expand  on  it  slightly  to  say  it  is 
anyone's  best  guess  as  to  how  much  cargo  is  diverted  to  Canada. 
And  it  would  be  both  imports  and  exports  by  the  way.  I  would  say 
20  to  30  percent  is  not  an  inaccurate  figure.  I  would  also  like  to 
emphasize  the  fact  that  all  this  cargo  diversion  via  Canada  goes  on 
the  highways.  It  is  that  much  additional  burden  going  back  and 
forth  on  the  U.S.  roadways.  Also,  typically  that  cargo  is  being 
driven  by  a  Canadian  truck  driver,  not  a  U.S.  national,  and  that  is 
again  an  economic  dis-incentive  and  a  consequence  of  this  tax. 

Ms.  Aylward.  And  the  greater  pain  of  that,  both  for  us  and  the 
ports  of  the  Pacific  Northwest,  is  you  are  talking  about  ports  that 
have  natural  deep  water,  and,  therefore,  don't  directly  benefit  from 
the  dredge  and  maintenance  fund. 

Mr.  Schonland.  I  would  also  like  to  suggest  further  not  too  far 
down  the  road  as  the  infrastructure  in  the  Mexican  ports  improves, 
they  will  be  taking  business  away  from  Texas  and  California. 

Mr.  Laughlin.  OK,  Mr.  Stupak  says  he  has  no  questions  because 
he  has  already  talked  to  the  person  he  needed  his  information 
from.  So  that  concludes  the  questions  we  have  for  this  panel  and 
we  thank  you  very  much  for  your  participation.  We  have  three 
more  witnesses  on  another  panel.  I  am  sorry,  they  are  on  a  differ- 
ent page.  So  I  got  confused.  Here  is  what  we  have  got  to  do  though. 
Mr.  Stupak  and  I  got  to  go  vote.  We  are  going  to  go  vote.  You  all 
sit  tight,  relax,  do  whatever  you  want.  We  will  be  back  in  five  to 
eight  minutes.  (Recess.) 

Mr.  Laughlin.  Let  reconvene  the  panel  that  was  seated.  Let  me 
first  apologize  to  the  three  members  of  the  panel  that  I  did  not  rec- 
ognize because  they  were  on  the  second  page.  And  I  should  have  at 
least  used  good  judgment  and  turned  the  page  and  seen  their 
names  there,  so  I  apologize  to  each  of  the  three  of  you.  And  let  me 
assure  Mr.  Farrell  that  I  wasn't  picking  on  him  individually  or  his 
company  individually  with  my  comments,  but  I  think  it  is  impor- 
tant for  those  of  you  who  are  dependent  upon  the  infrastructure  of 
America  to  sometimes  rise  up  to  the  rescue  of  those  who  are  will- 
ing to  cast  the  votes  that  it  takes,  and  sometimes  we  get  lambasted, 
so  it  is  a  good  mutual  society  to  have  together.  And  at  this  time  I 
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will  recognize  Mr.  Kendell  Keith,  President,  National  Grain  and 
Feed  Association.  Mr.  Keith. 

STATEMENT  OF  KENDELL  W.  KEITH,  PRESIDENT,  NATIONAL 
GRAIN  AND  FEED  ASSOCIATION 

Mr.  Keith.  I  appear  today  before  you  to  testify  about  the  damag- 
ing effects  of  Federal  trade  taxes  on  both  the  domestic  economy 
and  the  U.S.'s  ability  to  compete  internationally. 

We  are  particularly  concerned  about  several  provisions  contained 
in  the  budget  proposal,  including  the  one  dollar  per  gallon  tax  on 
diesel  fuel  that  will  be  imposed  on  the  towing  industry. 

The  GAO  study  shows  that  waterborne  commerce  already  bears 
a  heavy  burden  of  taxes  and  the  so-called  user  fees.  Assessments 
levied  by  12  Federal  agencies  on  waterborne  trade  total  1.9  billion 
dollars  in  fiscal  year  1991  alone. 

Getting  this  down  to  how  it  affects  business,  a  typical  50  thou- 
sand metric  ton  shipment  of  corn  from  New  Orleans  to  Japan  cur- 
rently incurs  120  thousand  dollars  in  tax  and  fees.  The  proposed 
one  dollar  increase  in  inland  waterways  fuel  tax  would  add  274 
thousand  dollars  in  cost  to  such  a  shipment,  or  about  8  dollars  a 
ton,  about  a  tripling  of  the  tax  burden  on  commerce. 

Our  opposition  to  the  proposed  525  percent  increase  in  the  water 
tax  and  the  fuel  tax  is  based  on  the  following  reasons:  First,  the 
one  dollar  per  gallon  will  lead  to  significantly  decreased  farm 
income.  We  think  the  cost  to  a  typical  commercial  corn  farm  in  the 
Midwest  would  be  about  5  thousand  dollars  annually.  Secondly,  the 
one  dollar  per  gallon  tax  is  applied  unfairly  to  only  one  segment  of 
inland  waterway  users  and  beneficiaries. 

Third,  we  think  it  is  based  on  a  faulty  economic  theory.  The  pro- 
posal as  presented  estimates  revenues  in  1997  to  be  460  million 
dollar,  but  this  estimate  is  based  upon  an  assumption  that  volume 
will  remain  constant  or  even  increase  slightly,  which  is,  of  course, 
ridiculous. 

The  market  volume  will  no  doubt  fall  and  we  think  maybe  dra- 
matically. We  see  a  potential  for  a  fall  in  grain  exports  by  as  much 
as  700  thousand  tons.  I  think  that  is  conservative. 

There  is  also  a  very  good  reason  to  believe  that  the  net  revenue 
increase  that  would  actually  be  realized  by  government  has  been 
vastly  overstated.  In  looking  at  the  proximity  of  the  corn  belt 
region  to  the  river  system,  we  expect  midwestern  corn  prices  to 
drop  from  four  to  eight  cents  per  bushel,  depending  on  location.  If 
you  assume  an  average  of  five  cents  a  bushel  decline  which  we 
think  is  reasonable,  based  on  U.S.  Department  of  Agriculture's  own 
analysis,  we  conclude  that  a  five  cent  per  bushel  decline  in  corn 
products  will  lead  to  additional  government  costs  in  the  range  of 
300  to  500  million  dollars. 

We  do  believe  that  a  more  careful  assessment  of  the  full  impacts 
of  this  tax  will  demonstrate  that  the  Federal  Government  could  ac- 
tually lose  net  revenue. 

As  a  final  point,  we  are  very  concerned  about  how  such  a  heavy 
tax  will  affect  U.S.  cost  competitiveness  with  our  major  competi- 
tors. Looking  at  total  delivered  cost,  the  U.S.  farmer  today  only  has 
a  slight  advantage  of  six  dollars  per  ton  over  foreign  major  com- 
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petitors  in  corn  production  and  marketing,  and  that  is  the  grain 
where  we  have  the  greatest  comparative  advantage  today.  The 
competition  is  even  more  challenging  with  the  other  grains. 

This  heavy  taxation  of  waterways  would  add  effectively  about 
three  dollars  per  ton  to  the  delivered  price,  which  means  with  this 
one  action,  the  U.S.  Government  is  taking  away  50  percent  of  our 
comparative  advantage  in  the  one  grain  where  we  have  the  great- 
est advantage  today. 

Our  association  and  its  members  are  very  concerned  about  the 
anti-competitive  and  anti-growth  aspects  of  this  proposal.  The 
heavy  taxation  of  business,  especially  the  export  business,  we  be- 
lieve is  a  fundamental  economic  mistake  in  public  policy.  In  agri- 
culture, if  we  lose  our  ability  to  compete  internationally,  we  cannot 
grow  because  the  real  growth  in  food  consumption  is  outside  U.S. 
borders.  If  our  economy  cannot  compete,  we  will  not  grow,  we 
cannot  create  jobs,  and  we  won't  be  profitable,  and  we  can't  pay 
corporate  taxes.  We  think  it  is  absolutely  true  the  government  can 
tax  our  industry  out  of  business. 

We  can't  overemphasize  this  point  we  don't  think.  The  strategy 
of  taxing  exports  is  a  fundamental  mistake  in  developing  a  sound, 
long-term  strategy  of  economic  growth  with  the  United  States. 
Thank  you.  I  will  look  forward  to  the  questions. 

[Statement  of  Mr.  Keith  can  be  found  at  end  of  hearing.] 

Mr.  Laughlin.  Thank  you.  Dr.  Keith.  Next  witness  will  be  Mr. 
Channing  F.  Hayden,  Jr.,  Vice  President,  New  Orleans  Steamship 
Association,  and  President,  National  Association  of  Maritime  Orga- 
nizations. 

STATEMENT  OF  CHANNING  F.  HAYDEN,  JR.,  VICE  PRESIDENT, 
NEW  ORLEANS  STEAMSHIP  ASSOCIATION  AND  PRESIDENT,  NA- 
TIONAL ASSOCIATION  OF  MARITIME  ORGANIZATIONS,  INC. 

Mr.  Hayden.  Thank  you,  Mr.  Chairman.  I  am  representing  both 
of  the  groups  that  you  mentioned.  The  Steamship  Association  rep- 
resents 60  owners,  operators,  agents  and  stevedores  on  the  lower 
Mississippi  River.  And  the  National  Association  of  Maritime  Orga- 
nizations is  a  federation  of  13  maritime  associations  from  all  four 
U.S.  coasts.  And  they  both  share  the  same  concerns. 

We  applaud  your  continuing  effort  to  investigate  the  morass  of 
taxes  plaguing  the  maritime  industry.  You  have  assumed  a  very 
important  leadership  role  in  the  first  ever  compilation  of  maritime 
user  taxes.  We  commend  you  and  thank  you  for  a  job  well  done. 

Two  years  ago,  I  had  the  privilege  of  testifying  before  the  Over- 
sight and  Investigations  Subcommittee  of  the  House  Merchant 
Marine  and  Fisheries  Committee  on  this  very  same  subject.  Much 
of  that  testimony  is  germane  to  this  hearing,  so  rather  than  burden 
the  record,  I  just  refer  your  attention  to  it. 

You  have  received  an  excellent,  comprehensive  report  from  the 
Government  Accounting  Office  as  a  result  of  your  efforts  and  the 
work  of  Representatives  Tauzin  and  Saxton.  Until  now,  there  has 
been  nothing  to  substantiate  the  magnitude  of  the  user  fees  that 
burden  the  maritime  industry  and  the  onus  they  place  on  U.S. 
products  in  world  markets.  But  as  important  as  the  GAO  study  is, 
it  must  be  viewed  as  the  solid  foundation  on  which  to  further  the 
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process.  It  must  become  the  basis  for  an  economic  impact  study  of 
maritime  user  fees. 

The  study  we  suggest  should  have  two  separate  parts.  First,  Con- 
gress should  study  existing  user  fees,  excluding  Customs  duties,  to 
determine  how  the  current  two  billion  dollars  in  taxes  has  affected 
the  competitive  position  of  U.S.  products.  Next,  Congress  should 
study,  before  implementation,  the  economic  impact  of  the  user  fees 
proposed  by  the  Administration  and  those  authorized  for  the  Coast 
Guard  and  FMC. 

Congress  and  your  subcommittees  particularly  should  carefully 
study  both  aspects  of  the  Administration's  proposed  maritime  user 
fee  package.  The  Administration  has  proposed  to  continue  the  ton- 
nage tax  and  harbor  maintenance  tax  rather  than  phase  them  out 
as  Congress  originally  intended.  The  study  we  have  proposed  on 
current  user  fees  should  identify  the  negative  economic  effects  of 
such  a  plan. 

In  addition,  the  Administration  has  recommended  increasing  the 
inland  waterways  fuel  tax  by  a  dollar  a  gallon.  We  have  already 
heard  what  the  impacts  of  this  may  be,  so  I  would  just  suggest  to 
you  that  cloaked  in  the  guise  of  a  user  fee,  the  increase  in  the 
inland  waterways  fuel  tax  is  no  more  than  a  tax  on  farmers,  a  tax 
on  coal  miners,  a  tax  on  every  worker  in  the  United  States  whose 
job  depends  on  exporting  U.S.  products  to  the  world  market  via  our 
river  system. 

Considering  all  of  the  above,  we  have  several  recommendations 
for  you.  First,  Congress  must  study,  on  a  macroeconomic  level,  the 
impact  of  current  maritime  user  fees,  including  the  overall  impact 
of  these  taxes  on  the  competitive  position  of  U.S.  exports  on  world 
markets,  the  overall  effects  these  taxes  have  on  Federal  revenues. 
We  suspect,  for  example,  that  a  one  dollar  increase  in  inland  wa- 
terways fuel  tax  may  cause  an  equal  or  greater  reduction  in 
income  taxes  and/or  a  drop  in  grain  exports,  causing  an  increase  in 
farm  subsidies,  and  some  of  the  other  witnesses  have  already  con- 
firmed that. 

The  study  should  include  the  negative  multiplier  effect  of  these 
taxes.  You  will  notice  I  didn't  say  anything  about  trickle  down, 
that  is  not  in  vogue  anymore,  but  I  think  there  is  a  negative  multi- 
plier that  we  have  to  look  at  so  that  the  next  net  consequences  of 
the  taxes  can  be  evaluated. 

The  study  should  measure  the  net  positive  impact  a  reduction  or 
elimination  of  those  maritime  taxes  may  have  on  the  economy.  The 
study  we  are  recommending  would  expand  on  the  Maritime  Ad- 
ministration's recent  analysis  of  the  port  industry.  MARAD  found 
that  in  1991,  port  industry  operations  were  responsible  for  directly 
and  indirectly  1.5  million  jobs;  51.8  billion  dollars  in  total  personal 
income;  and  70  billion  dollars  in  total  contribution  to  gross  domes- 
tic product. 

MARAD's  analysis  did  not  include  the  farmer  who  grew  the 
grain,  the  miner  who  dug  the  exported  coal,  or  the  worker  who  as- 
sembled the  tractors  that  were  sold  overseas.  MARAD's  analysis, 
coming  as  it  does  at  the  same  time  as  the  GAO  study,  reinforces 
the  clear  and  substantial  need  for  a  comprehensive  economic 
impact  study  of  U.S.  foreign  trade  and  the  net  positive  benefits 
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that  will  be  produced  by  controlling  or  reducing  the  user  tax 
burden  on  this  vital  segment  of  the  American  economy. 

Next,  we  recommend  that  Congress  require  the  same  kind  of  de- 
tailed economic  analysis  for  new  maritime  user  fees,  both  those 
that  are  non-implemented  but  currently  authorized  and  new  fees 
before  Congress  enacts  them 

Finally,  we  are  recommending  that  Congress  extend  the  GAO 
study  to  include  state  and  local  maritime  fees.  Thank  you  for  al- 
lowing me  to  appear  before  you  today  and  I  will  answer  questions 
when  it  is  appropriate,  Mr.  Chairman. 

[Statement  of  Mr.  Hayden  can  be  found  at  end  of  hearing.] 

Mr.  Laughlin.  Thank  you.  And  the  next  witness  will  be  Mr.  An- 
thony lanello,  Jr.,  Executive  Director,  Illinois  Internal  Port  Dis- 
trict, the  Port  of  Chicago.  Mr.  lanello,  your  statement  is  part  of  the 
record,  please  proceed  with  your  summary. 

STATEMENT  OF  ANTHONY  lANELLO,  EXECUTIVE  DIRECTOR, 
ILLINOIS  INTERNAL  PORT  DISTRICT,  THE  PORT  OF  CHICAGO 

Mr.  Ianello.  Thank  you,  Mr.  Chairman  and  members  of  the 
committee.  I  thank  you  for  the  opportunity  of  testifying  today.  I 
have  been  asked  here  to  discuss  the  distinct  characteristics  of  the 
Great  Lakes  Ports,  the  impact  of  federally  mandated  user  fees  and 
how  they  relate  to  maritime  commerce  on  the  Great  Lakes  and  the 
availability  of  alternative  modes  of  transportation.  My  views  are 
based  on  the  fact  that  I  am  the  Executive  Director  of  the  Port  of 
Chicago. 

We  have  the  responsibility  for  the  public  maritime  facilities  and 
the  navigable  waterways  within  the  corporate  city  limits  of  the  city 
of  Chicago.  May  I  say  that  we  are  totally  self-sufficient  corporate 
entity.  By  that  I  mean  we  receive  no  tax  dollars,  and  we  levy  no 
taxes. 

Therefore,  I  believe  I  can  speak  also  for  the  private  sector  of  my 
area.  The  Army  Corps  of  Engineers  designates  that  as  the  Port  of 
Chicago.  That  includes  all  of  Cook  County,  northern  Illinois  and 
even  northern  Indiana. 

What  I  am  saying  indeed  also  reflects  I  believe  the  views  of  the 
maritime  interests  of  all  eight  Great  Lake  States. 

A  distinctive  characteristic  of  those  states,  of  that  and  the  ports 
that  are  in  them,  is  our  close  proximity  to  Canada.  We  compete  di- 
rectly with  nearby  ports  of  another  country.  A  ship  can  dock  at  De- 
troit or  across  the  river  at  Windsor.  Grain  can  be  exported  through 
Duluth  or  Thunder  Bay.  The  same  cargo  can  start  its  journey  at 
Chicago  or  at  Montreal. 

So  for  us  in  the  Great  Lakes,  U.S.  costs  imposed  on  waterborne 
carriage  can  lead  not  only  to  the  loss  of  traffic  to  competing  land 
modes  and  to  coastal  ports  in  the  U.S.,  but  also  to  diversion  of  ship- 
ments through  Canada.  The  most  recent  Maritime  Administration 
study  relating  to  this  available  to  us  reports  that  in  1989  more 
than  11  billion  dollars  of  U.S.  international  trade  moved  through 
Canada. 

The  subcommittees  are  to  be  commended  on  the  GAO  study  iden- 
tifying the  117  assessments;  however,  the  GAO  study  does  not  ref- 
erence the  Canadian  taxes,  fees  and  tolls  born  only  to  ships  to  the 


Great  Lakes  Ports  except  for  a  footnote  that  the  Canadian  govern- 
ment expects  to  realize  some  54  million  dollars  in  1992. 

Let  me  say  that  the  St.  Lawrence  Seaway  has  never  achieved  the 
promise  predicted  for  it  or  anticipated  when  it  was  planned  in  the 
'50's.  Containerization  held  great  promise  as  these  shipping  con- 
tainers first  came  into  limited  use  and  then  general  use.  Larger 
ships  were  built  to  take  advantage  of  this  shipping  innovation.  Un- 
fortunately the  new  breed  of  ships  are  too  large  to  pass  through 
the  seaway  locks  and  virtually  all  container  traffic  we  lost  it  to  the 
coastal  ports. 

The  Staggers  Act  provided  another  serious  blow.  Deregulation  of 
trucking  and  the  railroads  catapulted  them  into  the  container  busi- 
ness. Double-stacked  unit  trains  have  eliminated  all  but  bulk  cargo 
to  the  Great  Lakes. 

The  consolidation  of  the  eastern  railroads  into  the  Conrail 
system  strengthened  the  railroads'  position  even  more.  The  Com- 
merce Commission  permitted  the  abandonment  of  lines  of  lesser 
profit,  in  effect,  creating  a  single,  east-west  trunk  line  service. 

They  also  allowed  for  the  purchase  of  the  Milwaukee  Road  which 
in  turn  is  owned  by  the  Canadian  Pacific  Railroad.  Today,  grain 
from  Danville,  150  miles  south  of  Chicago,  passed  the  Port  of  Chica- 
go on  the  Canadian-owned,  multi-line  service  en  route  to  Montreal 
where  it  is  loaded  for  shipment  to  international  overseas  ports.  All 
this  has  contributed  to  the  present  state  of  the  Great  Lakes  ship- 
ping. Increased  levies  such  as  the  Harbor  Maintenance  Tax  can 
only  make  matters  worse  and  further  reduce  the  competitiveness  of 
Great  Lakes  ports. 

Let  me  say  that  Chicago  is  a  unique  city  in  that  that  it  has  a 
major  marine  terminus  on  the  St.  Lawrence  Seaway.  Yet  it  also 
provides  year-round  service  directly  from  the  Great  Lakes  to  the 
Gulf  of  Mexico  vis-a-vis  the  Illinois  and  Mississippi  waterways.  Our 
river  service  also  faces  direct  competition  from  trucks  and  rail- 
roads. In  this  multi-transport  role  we  share  the  concerns  of  the 
seaway  ocean-going  vessels,  Salties,  our  fellow  Lakers,  and  the 
barge  interest  of  the  inland  waterways. 

Prior  representatives  have  graphically  depicted  the  proposed 
inland  waterways  fuel  tax,  an  increase  in  the  vessel  tonnage  tax, 
Customs  user  fees.  Coast  Guard  user  fees,  the  work  tax  on  the  Mer- 
chant Marines,  seaway  tolls,  multi-jurisdictional  pilotage  concerns, 
and  another  is  the  Shipbuilding  Reform  Act  introduced  last  session 
and  finally  the  harbor  maintenance  tax  as  these  taxes  and  fees 
relate  to  their  individual  situations. 

In  the  case  of  harbor  maintenance,  I  want  to  emphasize  that  I 
am  speaking  for  the  entire  American  Great  Lakes  Ports  Associa- 
tion membership.  The  association  includes  ports  located  in  Indiana, 
Ohio,  Michigan,  Minnesota,  Pennsylvania,  Wisconsin  and  New 
York. 

We  in  the  Great  Lakes  community  feel  greatly  disappointed  with 
the  large  and  unwarranted  increase  in  this  burdensome  tax  im- 
posed in  1991.  After  years  of  full  Federal  financing  of  deepwater 
harbor  maintenance,  because  of  the  general  benefit  to  the  U.S. 
economy  and  its  people,  the  tax  of  4  percent  was  imposed  in  1986  to 
cover  40  percent  of  the  Army  Corps  spending.  This  was  done  with 
the  understanding  that  the  tax  would  never  be  raised,  because  as 
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stated  by  Senate  Finance  Committee  at  the  time,  higher  rates 
would  disadvantage  the  competitiveness  of  the  American  products 
and  commodities  in  the  international  marketplace. 

We  were  told  this  tax  was  necessary  in  1993  and  would  never  be 
increased.  It  is  currently  .125.  For  the  ports  of  the  northern  tier 
states,  especially  those  of  the  Great  Lakes,  the  penalty  is  a  severe 
one.  A  ship  destined  for  Lake  Erie  can  go  to  Toronto  and  escape 
the  levy.  A  ship  for  Detroit  can  go  to  Toledo.  A  ship  for  Detroit  or 
Toledo  can  go  to  Windsor.  A  ship  for  Chicago,  Burns  Harbor,  Mil- 
waukee can  escape  the  payment  by  going  co  any  Canadian  port.  In 
the  Great  Lakes  and  Pacific  Northwest,  unfortunately,  shippers 
have  an  easy  alternative,  one  that  will  cost  U.S.  cargo  and  jobs. 

May  I  say  in  summation  we  agree  with  the  Presidential  proposal 
to  authorize  the  annual  expenditure  by  customs  for  increase  and 
enforcement  of  the  harbor  maintenance  tax.  Obviously  there  are 
many  serious  issues  which  will  impact  the  Great  Lakes,  and  I  will 
welcome  the  opportunity  to  discuss  them  further. 

[Statement  of  Mr.  lanello  can  be  found  at  end  of  hearing.] 

Mr.  Laughlin.  Thank  you  very  much.  Since  I  have  asked  my 
questions  prematurely,  I  will  now  recognize  the  gentleman  from 
Michigan,  Mr.  Stupak. 

Mr.  Stupak.  Thank  you,  Mr.  Chairman.  Mr.  lanello,  a  couple  of 
questions  if  I  may.  I  believe  Mr.  Lipinski  and  I  are  the  only  ones 
who  represent  Great  Lakes  ports  on  this  committee,  but  what  are 
the  fees  that  are  levied  on  vessels  calling  on  Canadian  ports  versus 
being  levied  on  vessels  which  would  visit  Great  Lake  ports?  Are 
there  differences,  and  what  are  they? 

Mr  Ianello.  OK,  if  I  can  find  something  here.  There  is  no  na- 
tional Canadian  tax.  The  Canadian  government  looked  into  a  study 
a  year  ago,  I  believe,  to  increase  and  levy  a  tax;  however,  the  tax 
was  supposed  to  raise  25  million  dollars  in  1991  and  it  applied  to 
all  cargos,  U.S.  or  Canadian.  However,  after  review,  the  Canadian 
government  never  imposed  that  tax. 

Mr.  Stupak.  A  quick  follow-up  if  I  may.  You  mention  that  the 
Canadian  government  now  takes  in,  I  thought  you  said  about  200 
million  in  taxes,  54  million  go  directly  to  the  Canadian  govern- 
ment. Where  is  that  tax  source?  Where  is  that  coming  from? 

Mr.  Ianello.  That  is  the  seaway  tolls,  piloted  from  one  end  to 
the  other. 

Mr.  Stupak.  Thank  you,  nothing  further.  Thank  you,  Mr.  Chair- 
man. 

Mr.  Laughlin.  I  want  to  thank  all  the  panelists  today.  This  has 
been  a  very  informative  hearing  and  I  hope  it  will  prove  to  be  pro- 
ductive. Since  there  are  no  more  questions  and  I  have  examined 
the  last  page,  there  are  no  more  panelists,  we  thank  you  very 
much  and  the  hearing  is  adjourned. 

[Whereupon,  at  12:38  p.m.,  the  subcommittees  were  adjourned; 
and  the  following  was  submitted  for  the  record:] 
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Mr.  Chairmen  and  Members  of  the  Subcommittees: 

We  appreciate  the  opportunity  to  testify  on  assessments  (i.e., 
user  fees,  taxes,  and  other  charges)  that  have  been  levied  on  the 
commercial  maritime  industry.   The  commercial  maritime  industry  is 
one  of  the  major  transporters  of  cargo  critical  to  the  economy  of 
the  United  States.   About  1.1  billion  tons  of  domestic  cargo,  600 
million  tons  of  imported  cargo,  and  400  million  tons  of  export 
cargo  are  transported  through  U.S.  waterways  and  ports  annually. 

We  are  here  today  to  summarize  information  from  our  recently 
issued  report  to  you  on  federal  assessments  levied  on  the 
commercial  maritime  industry.'  You  were  concerned  about  the  total 
number  and  amount  of  assessments  (excluding  fines  and  penalties) 
that  have  been  levied  on  the  commercial  maritime  industry.   Our 
report  provides  detailed  information  on  the  agencies  levying 
assessments,  trends  in  amounts  collected,  and  other  information  on 
assessments.   The  purpose  of  our  review  was  not  to  evaluate  the 
impact  of  the  assessments  on  the  industry.   However,  the 
information  in  our  report  will  provide  baseline  data  for  use  by 
policymakers  and  analysts  to  undertake  such  analysis. 

In  summary,  we  found  that 

--  12  federal  agencies  collected  almost  $11.9  billion  in 

fiscal  year  1991  for  117  diverse  assessments  levied  on  the 
commercial  maritime  industry.   Of  the  117  assessments,  92 
are  specific  to  the  maritime  industry,  such  as  a  commercial 
vessel  fee  levied  only  vessel  owners  for  commercial  vessels 
entering  into  U.S.  Customs  territory  from  a  foreign  port. 
The  remaining  25  are  also  levied  on  at  least  one  other  mode 
of  transportation,  such  as  Custom  duties  levied  on  shippers 
who  import  commodities  entering  the  United  States, 
regardless  of  the  mode  used  to  transport  them. 

--  Customs  duties  collections  on  commodities  transported  by 
vessels--almost  $10  billion  in  fiscal  year  1991--accounted 
for  the  bulk  of  all  maritime  industry  assessments. 
However,  preliminary  1992  figures  show  that  Customs  duties 
collected  from  the  maritime  industry  decreased  about  25 
percent  from  fiscal  years  1990  through  1992.   On  the  other 
hand,  the  amounts  collected  for  all  other  assessments  on 
the  industry  have  increased  about  21  percent  over  the  last 
4  years.   In  addition,  two  agencies  plan  to  levy  30  new 
assessments  on  the  industry  that  are  expected  to  generate 
about  $25.7  million  in  additional  collections  in  this 
fiscal  year. 

—  In  the  majority  of  cases,  these  assessments  were  paid  by  a 
vessel  owner  or  operator.   The  purpose(s)  of  the 
assessments  were  to  generate  revenue  for  a  trust  fund, 
reimburse  an  agency  for  expenses  incurred  in  providing  a 
service,  or  generate  revenue  for  the  General  Fund  of  the 
U.S.  Treasury. 

BACKGROUND 

Before  discussing  these  facts  in  more  detail,  I  would  like  to 
briefly  provide  some  background  on  how  we  compiled  information  on 
these  assessments.   First,  we  defined  the  commercial  maritime 
industry  to  include  vessel  owners,  operators,  importers,  and 
exporters  that  move  commodities  by  vessels  engaged  in  domestic  and 
international  commerce.   Through  discussions  with  officials  from 
various  federal  agencies,  the  maritime  industry,  and  congressional 
staff  from  oversight  committees,  we  identified  87  federal  agencies 
from  among  the  roughly  300  agencies  that  are  in  existence  and  that 
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we  believed  had  the  potential  to  levy  assessments  on  the  industry. 
We  then  sent  a  questionnaire  to  the  87  agencies  to  determine  how 
many  of  them  levied  such  assessments. 

We  identified  12  federal  agencies  that  levy  at  least  one 
assessment  specific  to  the  maritime  industry.   We  considered  an 
assessment  to  be  specific  if,  among  other  things,  it  would  be 
levied  only  on  vessels  and  not  levied  on  any  other  mode  of 
transportation.   For  example,  the  Federal  Communication 
Commission's  Great  Lakes  Radio  Agreement  inspection  fee  is  levied 
on  owners  or  operators  of  vessels  only.   We  obtained  information  on 
these  assessments  as  well  as  other  assessments  that  these  agencies 
levy  on  vessels  and  any  other  mode  of  transportation.   We  refer  to 
these  latter  assessments  as  nonspecific  to  the  maritime  industry. 
For  example,  the  Customs  Service  levies  specific  assessments,  such 
as  the  commercial  vessel  fee,  which  is  an  inspection  fee  for 
commercial  vessels  entering  into  U.S.  Customs  territory  from  a 
foreign  port.   Customs  also  levies  nonspecific  assessments, 
including  Custom  duties,  that  are  assessed  on  commodities  entering 
the  United  States,  regardless  of  the  mode  that  is  used  to  transport 
them. 

TWELVE  AGENCIES  LEVY  ASSESSMENTS 
ON  THE  MARITIME  INDUSTRY 

As  shown  in  Table  1,  12  agencies  levied  117  assessments  on  the 
maritime  industry  and  collected  about  $11.9  billion  for  these 
assessments  in  fiscal  year  1991. 


Table  1:   Number  of  Assessments  and  Amounts  Collected  by  Twelve 
Federal  Agencies  in  Fiscal  Year  1991 


Agency 

Number  of 
assessments 

Dollars 
collected 

Animal  and  Plant  Health 
Inspection  Service 

3 

$      5,400,000 

Coast  Guard 

10 

1,900,000 

Customs  Service 

14 

10,900,000,000^ 

Federal  Communications 
Commission 

7 

5,900,000 

Federal  Grain  Inspection 
Service 

1 

672,000 

Federal  Maritime  Commission 

13 

51,000 

Internal  Revenue  Service 

5 

457,000,000 

Interstate  Commerce 

Commission 

18 

8,000 

Maritime  Administration 

10 

15,000,000 

National  Oceanic  Atmospheric 
Administration/National 
Marine  Fisheries  Service 

18 

4,400,000 

Panama  Canal  Commission 

17 

466,200,000 

Saint  Lawrence  Seaway 
Development  Corporation 

1 

0" 

Total 

117 

$11,856,531,000 

"Almost  $10  billion  of  the  $10.9  billion  were  for  Customs  duties. 

"The  Saint  Lawrence  Seaway  Development  Corporation  rebates  100 
percent  of  its  collections  to  the  payor.   In  fiscal  year  1991,  it 
repaid  a  total  of  about  $9.2  million  to  payors. 


The  number  of  assessments  and  amounts  collected  varied 
significantly  among  agencies.   For  example,  two  agencies  each 
levied  one  assessment--the  Federal  Grain  Inspection  Service  levied 
a  stowage  examination  fee  and  the  Saint  Lawrence  Seaway  Development 
Corporation  collected  tariffs  for  tolls.   On  the  other  hand,  two 
agencies  each  levied  18  different  assessments--the  Interstate 
Commerce  Commission  and  the  National  Oceanic  and  Atmospheric 
Administration/National  Marine  Fisheries  Service--primarily  for 
administrative  processing  services. 

The  Customs  Service  collected  by  far  the  largest  amount  for 
assessments  levied  on  the  maritime  industry,  even  when  estimated 
Customs  duties,  totalling  about  $10  billion,  are  excluded.   Customs 
collected  almost  $1  billion  in  fiscal  year  1991  for  13  other 
assessments  levied  on  the  industry.   The  Panama  Canal  Commission 
and  the  Internal  Revenue  Service  were  the  second  and  third  largest 
collectors,  respectively,  collecting  just  under  a  half  billion 
dollars  each  in  fiscal  year  1991  for  their  total  of  22  assessments. 
The  other  nine  agencies  together  collected  about  $34  million  in 
fiscal  year  1991  for  the  remaining  81  assessments. 
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TRENDS  IN  AMOUNTS  COLLECTED 

Overall,  the  total  amounts  collected  for  the  117  assessments 
have  declined  from  $12.3  billion  in  fiscal  year  1990  to  about  $10 
billion  in  fiscal  year  1992  ( estimated) --a  decrease  of  about  19 
percent.   The  decrease  in  amounts  collected  for  Customs  duties  is 
largely  responsible  for  this  decline.   Amounts  collected  for 
Customs  duties  were  several  times  greater  than  the  amounts 
collected  for  all  other  assessments.   For  example,  in  fiscal  year 
1991,  Customs  duties  accounted  for  about  84  percent  of  the  total 
dollars  collected  for  all  117  assessments.   Amounts  collected  for 
Customs  duties  decreased  from  about  $10.4  billion  in  fiscal  year 
1990  to  about  $7.8  billion  in  fiscal  year  1992  { estimated) --a 
decrease  of  about  25  percent.   Customs  Service  officials  told  us 
that  this  decrease  was  primarily  due  to  changes  in  various  trade 
agreements  and  not  to  a  decline  in  the  volume  of  commodities  being 
imported. 

When  we  excluded  Customs  duties  from  all  assessment 
collections,  the  remaining  amount  collected  rose  from  $1.8  billion 
in  fiscal  year  1989  to  $2.1  billion  in  1992  { estimated) --an 
increase  of  about  21  percent.   We  analyzed  these  other  assessments 
further  to  determine  the  numbers  that  were  specific  and  nonspecific 
to  the  industry.   We  found  that  92  of  the  assessments  are  specific 
to  and  paid  only  by  the  maritime  industry,  while  the  remaining  24 
assessments,  excluding  Customs  duties,  are  also  levied  on  at  least 
one  other  mode  of  transportation. 

Figure  1  shows  the  increase  in  the  amounts  collected  from 
fiscal  years  1989  to  1992  (estimated)  for  all  assessments, 
excluding  Customs  duties.   It  also  shows  the  breakout  for  the 
amounts  collected  for  specific  assessments  and  nonspecific 
assessments.  The  amounts  collected  for  the  92  specific  assessments 
have  risen  from  $0.7  billion  in  fiscal  year  1989  to  $1.2  billion  in 
fiscal  year  1992  ( estimated) --an  increase  of  about  71  percent.   On 
the  other  hand,  the  amounts  collected  for  the  24  nonspecific 
assessments,  excluding  Customs  duties,  decreased  from  $1.1  billion 
in  fiscal  year  1989  to  $0.9  billion  in  fiscal  year  1992 
(estimated) --a  decrease  of  about  18  percent. 
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Figure  1:   Total  Collections  and  Sppc^ific  and  Nonspecific 
Assessment  Collections.  Excluding  Customs  Duties,  Fiscal  Years 
1989-92  (Estimated^ 


Tolai  colleclions  excluding  Cusioms  duties 
Amounts  collected  loi  spealic  assessments 
Amounts  collecled  loi  nonspecific  assessments 


Although  we  were  not  asked  to  determine  the  reason  for 
increases  and  decreases  in  amounts  collected  for  all  the 
assessments,  we  found  that  collections  for  the  Harbor  Maintenance 
Fee--which  accounted  for  about  43  percent  of  the  $1  billion 
collected  for  specific  assessments  in  fiscal  year  1992,  was 
increased  as  required  by  the  Omnibus  Budget  Reconciliation  Act  of 
1990.   The  decline  in  the  amounts  collected  for  nonspecific 
assessments  in  fiscal  year  1992  was  due  primarily  to  a  decrease  in 
the  amounts  collected  for  the  Customs  Service's  Merchandise 
Processing  Fee  and  the  Internal  Revenue  Service's  Hazardous 
Substance  Superfund  Tax--both  of  which  accounted  for  about  55 
percent  and  29  percent,  respectively,  of  the  amounts  collected  for 
nonspecific  assessments,  excluding  Customs  duties. 

TYPE  OF  SERVICE  OR  ACTIVITY  ASSOCIATED 
WITH  ASSESSMENTS 

We  grouped  the  117  assessments  into  four  categories  based  on 
the  type  of  service  or  activity  associated  with  the  assessment. 
These  four  categories  are  (1)  administrative  processing  and 
associated  services,  (2)  physical  services,  (3)  taxes,  and  (4) 
miscellaneous  services  and  Customs  duties. 

Administrative  processing  and  associated  services  include 
assessments  for  processing  applications  and  other  documents  and 
issuing  permits  and  licenses.   Physical  services  include 
assessments  for  inspection  and  evaluation  of  equipment, 
commodities,  and  passengers.   Taxes  were  established  by  the 
Congress  for  various  purposes,  such  as  generating  revenue  for  trust 
funds.   Miscellaneous  assessments  are  diverse  and  range  from 
Customs  duties,  which  are  levied  on  approximately  15,000  different 
commodities  brought  into  the  United  States,  to  MARAD's  annual 
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guarantee  fee,  which  covers  defaults  and  personnel  and  operating 
costs  for  one  of  its  programs. 

The  number  of  assessments  associated  with  each  of  these 
categories  are 

--  administrative  processing  and  associated  services--74 
assessments, 

--  physical  services--30  assessments, 

--  taxes--6  assessments,  and 

--  miscellaneous  services  and  Customs  duties--?  assessments. 

Figure  2  shows  a  breakdown  for  the  $1.9  billion  collected  in  fiscal 
year  1991,  excluding  Customs  duties,  and  the  type  of  service  or 
activity  associated  with  these  assessments. 

Figure  2:   Type  of  Service  or  Activity  Associated  With  Assessments, 
Excluding  Customs  Duties,  Fiscal  Year  1991 


Dollars  in  millions 


Miscellaneous  services  (S406M) 


Administrative  processing  & 
associated  services  ($521 M) 


Physical  services  ($481 M) 


Note:   Based  on  the  percentage  of  dollars  collected. 


Two  categories--the  administrative  processing  and  associated 
services  category,  which  is  made  up  of  74  assessments,  and  the 
taxes  category,  which  is  made  up  of  6  assessments--each  accounted 
for  about  27  percent  of  the  total  dollars  collected  in  fiscal  year 
1991.   The  Panama  Canal  Commission's  transit  booking  fee  is  an 
example  of  an  administrative  processing  services  fee.   This 
assessment  accounted  for  about  $13  million  of  the  $521  million 
collected  in  this  category  in  fiscal  year  1991.   The  Internal 
Revenue  Service's  Oil  Spill  Liability  Tax  is  an  example  of  a  tax 
and  accounted  for  about  $120  million  of  the  $513  million  collected 
for  taxes  in  fiscal  year  1991.   The  other  two  categories--physical 
services  and  miscellaneous  services,  excluding  Custom  duties-- 
accounted  for  25  percent  and  21  percent,  respectively,  of  the  total 
dollars  collected. 
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ASSESSMENTS  ARE  PAID  PRIMARILY 
BY  OWNERS  AND  OPERATORS 

A  breakdown  of  the  117  assessments  showed  that,  in  the 
majority  of  cases,  the  assessments  are  paid  by  the  vessel  owner  or 
operator.   Of  the  117  assessments, 

--  54  are  paid  by  either  the  vessel's  owner  or  operator; 

--  22  are  paid  only  by  the  owner; 

--  17  are  paid  by  the  owner,  operator,  or  one  other  party, 
such  as  a  charterer; 

—  13  are  paid  only  by  the  operator;  and 

--  11  assessments,  such  as  the  Federal  Maritime  Commission's 
Automated  Tariff  Filing  Information  user  registration  fee, 
can  be  paid  by  various  parties,  such  as  the  importer  or 
exporter. 

ASSESSMENTS  ARE  LEVIED  FOR  THREE  PURPOSES 

We  grouped  the  117  assessments  into  three  categories  based  on 
the  intended  purposes  of  the  assessments.   For  example,  we  found  in 
fiscal  year  1991  that 

—  $825  million  associated  with  6  assessments  was  collected  to 
generate  revenue  for  a  trust  fund, 

--  $512  million  associated  with  60  assessments  was  collected 
to  reimburse  the  agency  for  expenses  incurred  in  providing 
a  service,  and 

--  $584  million  (excluding  an  estimated  $10  billion  for 
Customs  duties)  associated  with  51  assessments  was 
collected  to  generate  revenue  for  the  General  Fund  of  the 
U.S.  Treasury. 

The  categories,  excluding  Customs  duties,  and  their  respective 
percentage  of  dollars  collected,  in  fiscal  year  1991,  are  shown  in 
Figure  3. 

Figure  3:  Intended  Purposes  of  the  Assessments.  Excluding  Customs 
Duties,  Fiscal  Year  1991 

Dollars  in  millions 


Generate  revenue  lor  a  trust  fund 
(($825M) 


Reimburse  agency  for  expenses 
incurred  ($512M) 


Generate  revenue  for  the  General 
Fund  of  Treasury  ($584K^) 


Note:   Based  on  the  percentage  of  dollars  collected. 
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A  few  assessments  accounted  for  a  significant  portion  of  the 
dollars  collected  in  each  of  these  categories  in  fiscal  year  1991. 
For  example,  the  Customs  Service's  Harbor  Maintenance  Fee  accounted 
for  about  46  percent  of  the  $825  million  that  was  collected  to 
generate  revenue  for  a  trust  fund.   In  addition,  the  Panama  Canal 
Commission's  Tolls  for  Transit  fee  accounted  for  about  73  percent 
of  the  $512  million  that  was  collected  to  reimburse  agencies  for 
expenses  incurred.   Furthermore,  excluding  duties,  the  Customs 
Service's  Merchandise  Processing  Fee  accounted  for  about  83  percent 
of  the  $584  million  collected  to  generate  revenue  for  the  General 
Fund  of  the  U.S.  Treasury. 

ADDITIONAL  ASSESSMENTS  ARE  PROPOSED 

We  also  queried  the  12  federal  agencies  to  determine  how  many 
had  proposed  new  assessments  as  of  June  30,  1992,  that  would  be 
levied  on  the  commercial  maritime  industry.   Of  the  12  agencies, 
only  the  Coast  Guard  and  the  Federal  Maritime  Commission  had 
proposed  additional  assessments.   Projected  revenue  from  these 
assessments  range  from  about  $25.7  million  in  fiscal  year  1993  to 
over  $40  million  in  fiscal  year  1997--an  increase  of  about  56 
percent. 

In  fiscal  year  1992,  the  Coast  Guard  levied  10  assessments  for 
which  it  collected  about  $2  million.   As  of  June  30,  1992,  28  new 
assessments  were  proposed.   Coast  Guard  officials  estimated  that 
collections  from  these  new  assessments  would  total  as  much  as  $25.5 
million  in  fiscal  year  1993--an  increase  of  over  1,275  percent. 
One  of  the  proposed  assessments,  the  commercial  vessel  inspection 
fee,  will  comprise  over  half  of  these  estimated  collections--over 
$16  million  in  fiscal  year  1993. 

In  fiscal  year  1992,  the  Federal  Maritime  Commission  levied  13 
assessments  for  which  it  collected  about  $70,000.   As  of  June  30, 
1992,  two  new  assessments  were  proposed  that  were  estimated  to 
increase  collections  by  $159,000--an  increase  of  about  227  percent. 

SUMMARY 

A  number  of  diverse  assessments  are  currently  levied  on  the 
commercial  maritime  industry  and  additional  assessments  have  been 
proposed.   While  Customs  duties  are  estimated  to  have  decreased 
about  25  percent  from  fiscal  years  1990  through  1992,  the  other 
assessment  amounts  are  estimated  to  have  increased  about  21  percent 
from  fiscal  years  1989  through  1992.   Our  data  will  be  useful  to 
policymakers  and  analysts  in  their  efforts  to  evaluate  the  impact 
of  these  assessments  on  the  maritime  industry. 


This  concludes  my  prepared  remarks,  Mr.  Chairmen.   We  would  be 
pleased  to  respond  to  any  questions  that  you  or  other  Committee 
Members  may  have. 
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ATTACHMENT  I  ATTACHMENT  I 

RECENT  GAP  REPORTS  RELATED  TO 
COMMERCIAL  MARITIME  ASSESSMENTS 


Port  Development:   Sponsors  Have  Not  Used  User  Fee  Financing  to 
Date  (GAO/RCED-89-125,  May  4,1989) 

Customs  Service:   Administration  of  Tariff  on  Foreign  Repairs  to 
United  States  Flag  Vessels  (GAO/RCED-89-152 ,  May  26,  1989) 

U.S.  Customs  Service:   Merchandise  Processing  Fee:   Examination  of 
Costs  and  Alternatives  (GAO/GGD-90-91BR,  June  15,  1990) 

Customs  Service:   1911  Act  Governing  Overtime  Is  Outdated  (GAO/GGD- 
91-96,  June  14,  1991) 

Coast  Guard:   Oil  Spill  Liability  Trust  Funds  Not  Being  Used  to  Pay 
All  Allowable  Costs   (GAO/RCED-91-204 ,  Aug.  12,  1991) 

U.S.  Customs  Service:   Limitations  in  Collecting  Harbor  Maintenance 
Fees  (GAO/GGD-92-25,  December  23,  1991) 


(344483) 
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GAO  FEDERAL  ASSESSMENTS  LEVIED 
ON  THE  COMMERCLU.  MARITIME 
INDUSTRY 


March  9,  1993 
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GAO  FEDERAL  ASSESSMENTS  LEVIED 
ON  THE  COMMERCIAL  MARITIME 
INDUSTRY 


OBJECTIVES 

To  identify  the  total  number  and 
amount  of  user  fees,  taxes,  and 
other  charges  ("assessments"), 
excluding  fmes  and  penalties, 
that  have  been  levied  on  the 
commercial  maritime  industry. 
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GAO  FEDERAL  ASSESSMENTS  LEVIED 
ON  THE  COMMERCLVL  MARITIME 
INDUSTRY 


DEFINITION 

We  defined  the  commercial  maritime 
industry  to  include  vessel  owners, 
operators,  importers,  and  exporters 
that  move  commodities  by  vessels 
engaged  in  domestic  and  international 
commerce. 
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GAO  FEDERAL  ASSESSMENTS  LEVIED 
ON  THE  COMMERCLU.  MARITIME 
INDUSTRY 


RESULTS  IN  BRIEF 

12  FEDERAL  AGENCIES 
117  ASSESSMENTS 


92  are  specific  to  the  commercial 
maritime  industry 

25  are  nonspecific  to  the  commercial 
maritime  industry 
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GAO  FEDERAL  ASSESSMENTS  LEVIED 
ON  THE  COMMERCLU.  MARITIME 
INDUSTRY 


RESULTS  IN  BRIEF 


$n.9   billion  was  collected  in  FY91 


-  $10   billion  was  for  Custom  duties 

-  $1.9   billion  was  for  all  other 

assessments 
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GAO  FEDERAL  ASSESSMENTS  LEVIED 
ON  THE  COMMERCLU.  MARITIME 
INDUSTRY 


12  AGENCIES  AND  AMOUNTS  COLLECTED 


INFY91 


APHIS 

Coast  Guard 

Customs  Ser\icc' 

FCC 

FGIS: 

FMC 

IRS 

ICC 

^tAR.\I) 

N{)AANMF>i 

PCC 

SLSDC 


No.  of 

Dollars 

Assessm'ls 

Collected 

3 

$5.4  million 

10 

$1.9  million 

14 

$10.9  billion 

7 

$5.9  million 

1 

$672,000 

13 

$51,000 

5 

$457  million 

18 

$8,000 

10 

$15  million 

18 

$4.4  million 

17 

$466.2  million 

_L 

50= 

117 

$11.9  Billion 

Aln.,.-t  $l(Mil,ill...n  of  Ihf  $1( 


■.^I>IU'  rfl..ll.>   1(H.  (H-rceiu  ,,f  , 
alniut  $'t  2  millinn  to  the  py^nrv 


..  t.    thr  iia\ 


In  fi>cal  >ear  1991.  it  repaid  a  total  of 
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Figure  1:  Agencies  and  Amounts 
Collected  for  Assessments  Levied  i 
Fiscal  Year  1991 


(Millions  01  Dollars) 

Agencies 

Customs  Service 

965 

Panama  Canal  Commission 

466 

Internal  Revenue  Service 

457 

Other  agencies  .  9 

34 

/ 


:  Diflor  art*  oo!  .ncioOeO  m  mis  hgure 


1  Service   Coas!  Guard   Federa' 
••'*  Gram  insoecoon  Service   Federal  Maritime  Commisson 
Marfime  Adminislraliori  National  Ocaamc  and  Atmosphpnc 
^*<n««5  Service  and  Saini  Lawrence  Seaway  Oeveioprneni 
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Figure  2.1 :  Total  Collections  and 
Comparison  of  Specific  and 
Nonspecific  Assessment  Collections, 
Excluding  Customs  Duties,  for  Fiscal 
Years  1989  -  1992  (Projected) 


(Billions  of  Dollars) 


Total       Amounts      Amounts 

collected      collected 

excluding  for  for 

Customs         specific  nonspecific 

duties  assessm'ts  assessm'ts 


1989 

1.8 

07 

1.1 

1990 

1.9 

0.8 

1.1 

1991 

1.9 

1.1 

0.9 

1992(Proiecled) 

21 

1.2 

0.9 

53 


Figure  2.2:  Total  Collections  and 
Comparison  o(  Customs  Duties  to  all 
Other  Assessment  Collections  (or 
Fiscal  Years  1990  -  1992  (Pro)ected) 


(Billponsot  Dollars) 

■■■■ 

Fiscal  V»ar 

Total 
collections 

Cu'sfo- 
duties 

Collections 

(or 

Customs 

duties 

Total 

collections 

excluding 

Customs 

duties 

1990 

12.3 

104 

19 

1991 

11.9 

100 

1.9 

100 

78 

2  1 

includng  Cusloms  cJu&es  cJeclined 
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Figure  3.1 :  Type  of  Service  or  Activity 
Associated  with  Assessments, 
Excluding  Customs  Duties,  lor  Fiscal 
Year  1991 


Admin  Processing  &  Associated  Services  (74  assessments) 
Physical  Services  (30  assessments) 


Miscellaneous  Services  (7  assessments) 


Miscellaneous  Services  ($406M) 


Figure  3.2:  Type  of  Service  or  Activity 
Associated  with  Assessments. 
Including  Customs  Duties,  lor  Fiscal 
Year  1991 
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Admin  Processing  &  Associated  Services  (74  assessments) 

Physical  Services  [30  assessments) 

Taxes  (6  assessments) 

Miscellaneous  Services  «  Customs  Duties  (7  assessments) 


4% 

Administrative  Processing  & 
Associated  Services  ($521  Mi 


I  coliKied  in  fiscal  year  1 99 1 
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Figure  4:  Payor  of  Assessments  in 
Fiscal  Year  1991 


Erther  owner  or  operator 

54 

Owner  only 

22 

Owner,  operator,  or  other  party 

17 

Operator  only 

13 

Others-eg  importer  or  exporter                                                                                              11 

Operator  only  (13  s 


importer  or  exporter 


Owner  only  (22  assessments) 
Owner,  operator,  or  other  party  (17 


I  parties  IT  listal  year  1991 
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Figure  5.1 :  Intended  Purpose(s)  ot  the 
Assessments,  Excluding  Customs 
Dulles,  in  Fiscal  Year  1991 


Reimburse  Agency  (60  assessments! 


General  Fund  ol  Treasury  (51  assessments) 


I  Fund  (6  assessments) 


Generate  revenue  lor  a  trust  lund 
((Se25M) 


Generate  revenue  lor  the  General 
Fund  ol  Treasury  ($584M] 
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Figure  5.2:  Intended  Purpose(s)  of  t 
Assessments,  Including  Customs 
Duties,  in  Fiscol  Year  1991 


Reimburse  Agency  (60  assessments) 


General  Fund  of  Treasury  (51  assessments) 


Trust  Fund  (6  assessments) 


7% 

Generate  revenue  for  a  trust  fund 
($825M) 


4% 

Reimburse  agency  for  expenses 
incurred  ($512l«l) 


<aol\»r-%  collected  in  fiscal  year  1 99 1 
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AMOUNTS  COLLECTED  FROM  FEDERAL  ASSESSMENTS 
[Source:     General  Accounting  Office  (GAO/RCED-93-65FS)] 


19B9.  1990. 


?1  and  Protections  tor  Flsca 


Agency 

Fiscal    year 
1989 

Fiscal    year 
1990 

Fiscal    year 

Projected 
fiscal    year 

AGENCIES   WITM  ASSESSH£NTS 
SPECIFIC   TO  THE  MARITIME 
IHDUSTRY 

APHIS 

» 

i 

t           5,368 

»           25.382 

Zoa,t  Coard 

2.022 

2.138 

1.884 

1.952 

Customs   Service 

225.350 

221.618 

478.701 

643.477 

FCC 

. 

l.*24 

5.906 

5.919 

FGIS 

828 

745 

672 

716 

FMC 

55 

37 

51 

70 

IRS 

51.600 

63.666 

75.793 

94.900 

ICC 

0 

0 

0 

0 

lARAD 

21.182 

19.219 

15.687 

15.339 

lOAA/NMFS 

7.586 

6.380 

4.423 

3,474 

PCC 

398.845 

438.799 

466.228 

455.509 

SLSDC 

0' 

0- 

0' 

0' 

SUBTOTAL- -ASSESSMEMTS 
SPECIFIC  TO  THE   MARITIME 
INDUSTRY 

i       701. t68 

f             754.026 

»I. 054. 713 

11.246.738 

Fitcal    ve<r 

HB9 

1990 

"•'"  \Z 

Projected 

fiscal    year 

1992 

AGENCIES   WITH   ASSESSMIKTS 
(ONSPECIPtC    TO   THI 
WRITIME    IKOfSTRY 

APHIS 

• 

2,79, 

Custons   Service    (>lthoul 
dullei) 

7ic.:i. 

495,432 

Custonn    Service    (dut.e.   only) 

9.95>.577 

7.826,978 

ICC 

, 

IRS 

i:-..ioi 

I-.     .5- 

381.203 

385.380 

SUBTOTAL- -ASSESSMEHTS 
•ONSPECiriC   TO  THE   MARITIME 
INDUSTRY 

>      1.055.117 

t      11.527.022 

t         10.817.712 

t    8.710.590 

1 

roTAL--SPECIFIC    AND 
(ONSPECIFIC  ASSESSMENTS 

S12.281.048 

111. 872. 425 

»9. 957. 328         [ 

1 

TOTAL— LESS   CUSTOMS   DUTIES 

.1.7.2.805 

11.884.598 

i    1.920.848 

i    2,130,350        1 

69-959  93-3 
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FEDERAL  ASSESSMENTS  LEVIED 

ON  THE  MARITIME  INDUSTRY 

[Source:     General  Accounting  Office  (GAO/RCED-93-65FS)] 

Department  of  Agriculture 

The  Animal  and  Plant  Health  Inspection  Service  (APHIS) 
assesses  an  Agriculture  Quarantine  and  Inspection  User  Fee 
for  Commercial  Vessels. 

The  Federal  Grain  Inspection  Service  (FGIS)  assesses  a 
Stowage  Examination  Fee  for  maritime  vessels. 

Department  of  Commerce 

National  Oceanic  and  Atmospheric  Administration/National 
Marine  Fisheries  Service  assessments  listed  in  the  General 
Accounting  Office  report  are  levied  on  fishing  vessels  and 
fishing  vessel  operators  and  totaled  $4.4  million  in  Fiscal 
Year  1991. 

Department  of  Transportation 

The  U.S.  Coast  Guard  assesses  the  following  fees  on  the 
maritime  industry: 

(1)  Abstract  of  Title  Issuance  Fee; 

(2)  Certificate  of  Financial  Responsibility  (COFR) 
under  the  amendr.cnts  to  the  Outer  Continental 
Shelf  Lands  Act  Application  and  Issuance  Fee; 

(3)  Certificate  of  Financial  Responsibility  (COFR) 
under  the  Federal  Water  Pollution  Control  Act 
Application  and  Issuance  Fee; 

(4)  Certificate  of  Financial  Responsibility  (COFR) 
under  the  Trans-Alaska  Pipeline  Authorization 
Act  Application  and  Issuance  Fee; 

(5)  Certificate  of  Ownership  Issuance  Fee; 

(6)  Change  of  Docurented  Vessel  Name  Application 
Fee; 

(7)  Instruments  of  Conveyance  and  Encumbrance 
Recording  Fee; 

(8)  New  Vessel  Deterr.inat  ion  Application  Fee; 

(9)  Reimbursement  of  Travel  and  Subsistence  Costs 
for  Overseas  Vessel  Inspections;  and 

(10)  Wrecked  Vessel  Qualification  Application  Fee. 


The  Saint  Lawrence  Seaway  Development  Corporation  (SLSDC) 
assesses  the  St.  Lawrence  Seaway  Tariff  of  Tolls. 


The  Maritime  Administration  (MARAD)  assesses  the 
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following  fees  on  the  maritime  industry: 

(1)  Annual  Guarantee  Fee  for  MARAD's  Title  XI 
Program; 

(2)  Approval  of  Trustee  Application  Fee; 

(3)  Authority  to  Transfer  Ownership  of  Ships  Built 
with  Construction  Subsidies  Application  Fee; 

(4)  Commitment  to  Execute  Guarantee  Application  Fee; 

(5)  Foreign  Transfer  of  Ownership  or  Registry 
Application  Fee; 

(6)  Foreign  Transfer  Pursuant  to  MARAD  Contracts 
Application  Fee; 

(7)  Investigation  Fee; 

(8)  Sale  of  Subsidized  Vessels  Application  Fee; 

(9)  Substitution  of  Participants  for  Title  XI 
Assistance  Application  Fee;  and 

(10)  Trustee's  Supplemental  Certification  Fee. 

Department  of  Treasury 

The  U.S.  Customs  Service  assesses  the  following  fees  on 
the  maritime  industry: 

(1)  Air/Sea  Passenger  Fee; 

(2)  Barge/Bulk  Carrier  Fee; 

(3)  Certification  Fee  for  Payment  of  Vessel  Tonnage 
Tax  by  Foreign  Vessels; 

(4)  Clearance  of  Vessel  Processing  Fee; 

(5)  Commercial  Vessel  Fee; 

(7)  Entry  of  Vessel  Processing  Fee; 

(8)  Harbor  Maintenance  Fee; 

(9)  Permit  to  Allow  Foreign  Vessels  to  Proceed  from 
District  to  District  and  Receipt  of  Manifest 
Issuance  Fee; 

(10)  Receipt  of  manifests  of  Foreign  Vessels  on 
Arrival  from  Another  District  and  for  Granting 
Permits  to  Unload  Processing  Fee; 

(11)  Receipt  of  Port-Entry  Processing  Fee; 

(12)  Foreign  Repairs  to  U.S.  Vessels  Tariff;  and 

(13)  Vessel  Tonnage  Tax. 

The  Internal  Revenue  Service  assesses  the  following  fees 
on  the  maritime  industry: 

(1)  Inland  Waterways  Fuel  Tax; 

(2)  Ship  Passengers  International  Departure  Tax;  and 

(3)  Oil  Spill  Liability  Tax. 

Federal  Comnuni cat  ions  Commission  (FCC) 

The  Federal  Communications  Commission  assesses  the 
following  fees  on  the  maritime  ind   try: 
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(1)  Great  Lakes  Radio  Agreement  Inspection  Fee; 

(2)  Oceangoing  Vessel  Radio  Inspection  Fee; 

(3)  Radio  Communications  Equipment  Carriage 
Exemption  Processing  Fee; 

(4)  Safety  Convention  Radio  Inspection  Fee: 

(5)  Ship  Radio  Station  License  Application  Fee; 

(6)  Small  Passenger  Vessel  Radio  Inspection  Fee;  and 

(7)  Temporary  Waiver  of  Radio  Inspection  Application 
Fee. 

Federal  Maritime  Commission  (FMC) 

The  Federal  Maritime  Commission  (FMC)  assesses  the 
following  fees  on  the  maritime  industry: 

(1)  Automated  Tariff  Filing  and  Information  System 
(ATFI)  Certification  of  Batch  Filing  Capability 
Fee; 

(2)  ATFI  User  Manual  Fee; 

(3)  ATFI  User  Registration  Fee; 

(4)  Certificate  of  Financial  Responsibility  (COFR) 
for  Indemnification  of  Passengers  for 
Nonperformance  of  Transportation  Application 
Fee; 

(5)  COFR  to  Meet  Liability  Incurred  for  Death  or 
Injury  to  Passengers  or  other  Persons  on  Voyages 
Application  Fee; 

(6)  Complaint  Filing  Fee; 

(7)  Conciliation  Service  Application  Fee; 

(8)  Declaratory  Offer  Application  Fee; 

(9)  General  Petition  Application  Fee; 

(10)  Informal  Snail  Clain  Procedures  Application 
Fee; 

(11)  Shortened  Procedure  Application  Fee; 

(12)  Special  Docket  Application  Fee;  and 

(13)  Special  Permission  Application  Fee. 

Interstate  Commerce  Commission  (ICC) 

Of  the  assessments  lir.ted  by  the  General  Accounting 
Office,  only  the  Notice  or  Petition  to  Discontinue  Ferry 
Service  Filing  Fee  was  specific  to  the  maritime  industry. 

Panama  Canal  Comai s  si  on  (PCC) 

The  Panama  Canal  Comssion  assesses  the  following  fees 
on  the  maritime  industry: 

(1)  Docking/Undocking  Tug  and  Service  Fee; 

(2)  Extraordinary  Transit  Tug  Service  Fee; 

(3)  General  Tug  Service  Fee; 

(4)  Handling  Lines  for  Docking  after  Transit  Service 
Fee  • 


(5)  Handling  Tug  Lines  Service  Fei 
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(6)  Handling  Vessel  Lines  Service  Fee • 

(7)  Launch  Service  Fee  (Dredging  Division) 

(8)  Launch  Service  Fee  (Marine  Bureau) • 

(9)  Offshore  Pilotage  Fee; 

(10)  Pilotage  Fee  at  the  Gamboa  Mooring- 

(11)  Pilotage  Fee  During  Dock  Trial- 

(12)  Port  Pilotage  Fee;  ' 

(13)  Sea  Tug  Service  Fee; 

(14)  Special  Admeasurement  Service  Fee - 

(15)  Standard  Tug  Service  Fee-         ' 

(16)  Tolls  for  Transit; 

(17)  Transit  Booking  Fee; 
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ASSESSMENTS  CURRENTLY  UNDERGOING  RULEMAKINGS 
[Source:    General  Accounting  Office  (GAO/RCED-93-65FS)] 

The  U.S.  Coast  Guard  and  Federal  Maritime  Commission 
currently  have  28  assessments  undergoing  rulemakings.   These 
assessments  are  in  addition  to  the  117  identified  by  GAO  and 
fall  under  the  following  categories: 

Coast  Guard: 

(1)  Certificate  of  Financial  Responsibility  (COFR) 
for  Water  Pollution  application  and  issuance 
fee; 

(2)  Merchant  Marine  licensing,  certificates  of 
registry,  and  merchant  mariner  documentation 
fees; 

(3)  Documentation  of  vessel  fees,  fees  for 
recording  instruments,  and  application  fees; 

(4)  Merchant  Mariner  document  renewal  fee; 

(5)  Commercial  vessel  inspection  or  examination 
fee; 

(6)  Equipment  Approval  fee;  and 

(7)  New  Construction  and  Plan  Review  fee. 

Federal  Maritime  Commission: 

(1)  Automated  Tariff  Filing  Information  (ATFI) 
data  base  tapes  fee;  and 

(2)  Automated  Tariff  Filing  Information  (ATFI) 
remote  retrieval  fee. 
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Good  morning.  My  name  is  Anne  D.  Aylward.  I  am  the  Maritime  Director  for  the 
Massachusetts  Port  Authority.  I  am  here  today  on  behalf  of  the  American  Association  of 
Port  Authorities  (AAPA).  Founded  in  1912,  AAPA  represents  virtually  every  U.S.  public 
port  agency,  as  well  as  the  major  port  agencies  in  Canada,  Central  and  South  America  and 
the  Caribbean.  My  testimony  today  reflects  only  the  views  of  the  United  States  delegation 
of  AAPA. 

Our  Association  members  are  public  entities  mandated  by  law  to  serve  public 
purposes-primarily  the  facilitation  of  waterbome  commerce  and  the  consequent  generation 
of  local  and  regional  economic  growth.  As  public  agencies,  AAPA  members  share  the 
public's  interest  in  serving  our  country's  economic,  international  trade,  and  national  security 
objectives.  Public  ports  serve  as  a  vital  conduit  linking  the  United  States  to  the  world 
marketplace,  a  critical  intersection  in  the  intermodal  chain.  Ports  serve  broad  hinterlands, 
connecting  farmers,  manufacturers  and  suppliers  often  thousands  of  miles  inland  to 
international  markets  sometimes  tens  of  thousands  of  miles  from  our  shores. 

In  1990,  AAPA  helped  found  the  Trade  Taxes  Group,  a  coalition  of  shippers, 
carriers,  commodity  groups  and  other  entities  interested  in  waterbome  commerce.  The 
Trade  Taxes  Group  was  an  outgrowth  of  the  fiscal  1991  budget  agreement  which  severely 
increased  and  levied  new  taxes  on  trade.  Today,  several  representatives  of  the  Trade  Taxes 
Group  will  "tell  their  story"  about  how  these  taxes  have  affected  their  particular  industry. 

Two  years  ago,  we  came  before  this  Committee  to  talk  to  you  about  the  danger  of 
increasing  taxes  on  trade.  At  that  time,  no  one  knew  the  number  of  taxes,  fees  or 
assessments  levied  on  maritime  commerce  or  the  amount  of  fees  collected.  We  were  very 
pleased  that  you  asked  General  Accounting  Office  (GAO)  to  prepare  a  baseline  study  of 
federal  taxes  on  maritime  trade.  We  are  very  pleased  with  the  thorough  job  that  the  GAO 
did  in  preparing  this  study.  We  have  had  an  opportunity  to  examine  the  study  results  and 
believe  that  it  represents  an  excellent  first  step  toward  understanding  the  impact  of  these 
regressive  taxes  on  trade. 

Public  port  authorities  are  keenly  aware  of  the  fiscal  crunch  that  the  federal,  state 
and  local  governments  are  experiencing.  As  the  costs  of  providing  government  services 
continues  to  rise,  so  does  the  need  to  generate  additional  revenue.  While  we  appreciate  the 
government's  need  to  find  new  revenue  sources,  regressive  taxes  on  trade  are  not  the 
answer.  We  believe  that  instead  levels  of  exports  will  facilitate  resolution  of  our  fiscal  crisis. 
Greater  tax  burdens  on  exports  will  slow,  not  hasten  our  economic  recovery. 

As  you  are  all  well  aware,  international  trade  creates  tremendous  positive  economic 
impacts  at  the  local,  regional  and  national  level.  According  to  recent  figures  from  the 
Maritime  Administration,  in  1991,  commercial  port  activities  resulting  from  cargo  operations 
created  1.5  million  jobs,  contributed  $70  billion  to  the  gross  national  product,  provided 
personal  income  of  $52  billion,  and  generated  federal  taxes  of  $14  billion,  state  and  local 
taxes  of  $5.3  billion.  The  deep  draft  commercial  ports  of  our  country  handle  over  95 
percent  of  the  nation's  international  trade  -  nearly  one  billion  tons  of  cargo  a  year  worth 
nearly  500  billion  dollars.  The  importance  of  ports  to  local,  state  and  regional  economies 
cannot  be  overstated.  Exports  today  are  increasingly  necessary  to  the  health  of  America's 
economy,  representing  one  out  of  six  new  U.S.  manufacturing  jobs.  Exports  accounted  for 
90  percent  of  U.S.  GNP  growth  last  year.  According  to  the  U.S.  Department  of 
Transportation,  U.S.  ports  spent  more  than  $11.8  billion  from  1946-1991  on  port  and  related 
shoreside  infrastructure  and  are  expected  to  spend  more  than  $5.5  billion  over  next  five 
years. 

The  GAO  study  identified  twelve  federal  agencies  levying  a  total  of  117  diverse 
assessments  for  total  collections  of  11.9  billion  dollars  in  fiscal  year  1991.  Eighty-nine 
percent  of  these  collections  go  directly  to  the  General  Fund  of  the  U.S.  Treasury.  Only 
eleven  percent  reimburse  the  agency  providing  the  service  or  generate  a  port  related  trust 
fund.  So  much  for  "user"  fees! 

We  have  been  asked  to  testify  as  to  the  effect  of  the  trade  taxes  have  had  on  public 
ports  in  the  last  few  years.   Let  me  start  by  saying  that  all  U.S.  coastal  ranges  have  been 
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adversely  impacted  by  additional  trade  taxes;  however,  the  Harbor  Maintenance  Tax  is  a 
particular  concern  for  U.S.  seaports  bordering  Canada.  The  diversion  of  cargo  to  Canadian 
ports  is  a  very  real  problem  faced  by  the  northern  tier  U.S.  ports,  from  the  Pacific 
Northwest,  across  the  Great  Lakes  to  the  North  Atlantic.  Cargo  moving  on  an  average 
container  ship  calling  at  a  U.S.  port  generates  about  $75,000  in  harbor  maintenance  taxes. 
Shippers  can  avoid  these  costs  entirely  by  moving  their  freight  through  Canadian  ports 
where  no  such  federal  tax  is  collected. 

I  can  attest  that  the  Harbor  Maintenance  Tax  increase  has  had  a  negative  impact  on 
the  North  Atlantic.  While  .125  percent  sounds  like  a  small  amount,  its  impact  on  New 
England's  high  value  cargo  has  been  dramatic.  Multinational  high  technology  companies 
have  documented  an  increase  of  $200  to  $400  per  container.  By  comparison,  total  container 
handling  charges  at  the  Port  of  Boston  average  less  than  $300.  The  Port  of  Boston  handles 
eight  billion  dollars  worth  of  cargo  annually.  The  tripled  harbor  maintenance  tax  assesses 
ten  million  dollars  annually  against  this  cargo.  However,  the  port's  natural  deep  water  does 
not  require  frequent  maintenance  dredging.  In  the  past  five  years,  the  Corps  records  no 
expenditure  of  funds  for  maintenance  dredging  in  Boston  Harbor.  In  light  of  this,  it  is  not 
surprising  that  New  England  shippers  have  been  at  the  forefront  of  the  fight  to  rollback  the 
Harbor  Maintenance  Tax. 

The  impact  of  the  tax  increases  on  the  U.S.  Ports  of  the  Great  Lakes  with  their  direct 
geographic  proximity  to  the  Canadian  Great  Lakes  Ports  has  also  been  significant.  Perhaps 
the  most  dramatic  is  the  story  of  the  Incan  Superior.  The  Incan,  a  roll-on  roll-off  railcar 
ferry,  made  160  trips  a  year  between  Thunder  Bay,  Ontario  and  Duluth, 
Minnesota/Superior,  Wisconsin.  She  carried  forest  and  agricultural  products  between  the 
two  ports.  The  transportation  alternative  was  a  circuitous  loop  on  Highway  61  around  Lake 
Superior's  north  shore.  During  the  summer  season  this  highly  traveled  road  already  has  a 
serious  conflict  between  auto  and  truck  traffic.  There  is  little  doubt  as  to  the  economic  and 
environmental  benefits  of  the  Incan  Superior's  service.  However,  with  the  tripling  of  the 
Harbor  Maintenance  Tax,  the  Incan's  owners  were  faced  with  a  tax  which  increased 
overnight  from  $68,000  per  year  to  $220,000  per  year.  It  is  interesting  to  note  that  while  this 
tax  might,  in  theory,  help  to  maintain  Duluth's  channel  depth  of  27  feet,  the  Incan  Superior 
draws  only  17  feet.  As  you  might  guess,  this  story  does  not  have  a  happy  ending.  With  the 
huge  tax  increase,  the  Incan  service  could  not  compete  with  overland  transportation  and  was 
terminated.  The  vessel  is  now  operating  on  the  Canadian  west  coast  and  freight  between 
Duluth  and  Thunder  Bay  has  now  been  added  to  the  congestion  on  Highway  61. 

In  Washington  State,  the  major  Puget  Sound  load-center  ports  of  Tacoma  and  Seattle 
are  concerned  that  these  huge  trade  taxes  will  result  in  the  diversion  of  cargo  from  their 
ports  to  Vancouver,  British  Columbia,  just  150  miles  to  the  north.  They  estimate  that  when 
an  average  container  ship  loads  or  unloads  cargo  at  their  ports,  U.S.  exporters,  importers 
or  shippers  owe  about  $75,000  in  harbor  maintenance  taxes  and  the  carriers  owe  about 
$5,000  in  vessel  tonnage  taxes  yielding  a  total  of  over  $80,000  per  ship  call.  The  same  vessel 
calling  at  Vancouver  would  face  no  national  taxes  or  fees,  except  for  a  nominal  per 
container  drug  interdiction  fee  paid  by  the  consignee  for  those  containers  inspected  for 
drugs. 

In  each  case,  since  cargo  moving  across  the  border  by  truck  to  use  Canadian  ports 
is  not  subject  to  the  tax,  the  result  is  enormous  pressure  to  divert  cargo  away  fi-om  the 
public  ports  of  the  United  States. 

For  ports  dependant  on  bulk  commodities  in  close-margin  international  markets,  such 
as  grain  and  coal,  just  a  few  cents  a  ton  can  determine  the  commodity's  competitive  position 
in  the  marketplace.  For  example.  The  Andersons  is  a  major  U.S.  grain  company 
headquartered  in  Toledo.  The  company  has  advised  the  Port  of  Toledo  that  "a  price 
differential  as  slight  as  one  cent  per  bushel  can  swing  business  away  from  Great  Lakes  ports" 
and  divert  cargo  via  rail  to  Canada  for  international  export  markets.  Together,  these  effects 
mean  a  decline  in  U.S.  competitiveness,  income,  and  jobs. 


In  summary,  taxes  on  trade  are  regressive  -  taxes  cannot  be  collected  on 
commodities  that  are  not  being  shipped  internationally  because  they  have  been  priced  out 
of  foreign  markets  or  are  escaping  U.S.  taxes  by  moving  across  the  border  to  Canadian 
ports.  Not  only  do  our  northern  tier  ports  lose  cargo  to  Canada,  but,  from  a  national 
perspective,  the  projected  tax  revenue  is  lost  to  the  U.S.  Treasury;  cargo  which  could  move 
efficiently  by  water  is  instead  imposing  a  further  load  on  our  already  overburdened  highways 
and  bridges.  Worst  of  all,  these  taxes  are  a  disincentive  to  export.  Trade  taxes,  unlike 
Customs  duties,  cannot  be  considered  as  a  "cost  of  doing  business."  These  taxes  undercut 
our  competitiveness  in  the  international  marketplace  at  a  time  when  we  should  instead  be 
expanding  our  trade  horizons. 

As  Congress  grapples  with  the  difficult  problem  of  reducing  the  deficit  while 
encouraging  economic  recovery,  we  urge  you  to  hold  the  line  on  taxes  on  trade.  No  new 
or  increased  taxes,  fees,  or  other  levies  on  international  trade  should  be  adopted  without 
first  assessing  the  cumulative  impact  on  trade  and  our  international  competitiveness.  The 
GAO  study  should  be  an  important  tool  in  assessing  these  impacts.  The  GAO  study  is  but 
a  first  step  in  understanding  trade  taxes.  We  encourage  you  to  continue  to  monitor  and 
assess  the  effects  of  trade  taxes.  We  hope  the  Committee  pursues  a  second  phase  of  the 
GAO  study  to  estimate  and  better  quantify  the  cumulative  impact  of  these  taxes  on  trade. 
To  that  end,  we  offer  our  assistance  and  support. 

We  appreciate  the  work  of  this  Committee  and  the  GAO  staff  who  prepared  this 
report.  We  look  forward  to  working  with  you  to  enhance  the  competitive  position  of  the 
United  States  in  international  markets. 
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Testimony  of  the  American  Institute  of  Merchant  Shipping  and  the  American  Petroleum 
Institute  before  the  joint  heanng  of  the  Subcommittees  on  Coast  Guard  and  Navigation 
and  Merchant  Marine  of  the  House  Committee  on  Merchant  Manne  and  Fishenes  on  the 
impact  of  federally  mandated  user  fees/taxes  levied  on  the  maritime  industry. 

March  25,  1993 

Thank  you  Mr,  Chairman.  I  am  John  Joeckel,  Manager,  Fleet  Operations,  Ashland 
Petroleum  Company.  I  am  here  today  representing  the  American  Institute  of  Merchant 
Shipping  and  the  American  Petroleum  Institute.  We  have  joined  together  for  the  purpose 
of  today's  hearing  because  of  the  extraordinary  importance  and  substantial  impact  current 
and  future  user  fees  and  taxes  have  and  will  continue  to  have,  on  the  viability  of  the 
maritime  community  and  its  continued  ability  to  provide  American  businesses  and, 
ultimately,  the  general  public  with  low  cost,  efficient,  and  reliable  transportation  services. 

The  GAO  found  that  in  Fiscal  Year  1991 ,  a  total  of  $1 1 .9  billion  in  federal  revenue  and 
agency  reimbursements  were  collected  from  the  maritime  industry.  The  GAO  identified 
1 2  federal  agencies  that  levy  1 1 7  individual  assessments.  Another  28  assessments  (such 
as  the  Coast  Guard  vessel  inspection  fees  and  Federal  Mantime  Commission  fees  on 
Automated  Tanff  Filing  Information)  were  pending  implementation  and,  therefore,  were 
not  included  in  the  total.  Although  we  strongly  support  the  intent  of  the  GAO  report  in 
compiling  the  cost  impact  on  our  industry  from  current  federal  taxes,  it  is  important  that 
you  are  fully  aware  that  this  industry  will  face  severe  cost  impacts  from  newly  proposed 
federal  user  fees  and  taxes,  such  as  the  BTU  tax  and  the  astronomical  increase  in  the 
inland  watenways  fuel  tax.  Both  of  these  taxes  are  assumed  in  the  budget  resolution 
recently  passed  by  the  House.  It  is  also  vitally  important  that  you  be  cognizant  of  the  fact 
that  the  domestic  marine  industry  is  under  an  enormous  cost  burden  in  attempting  to 
comply  with  various  federal  regulatory  initiatives,  such  as  the  Oil  Pollution  Act  of  1 990  and 
the  Clean  Air  Act  Amendments  of  1990.  Costs  from  new  or  increased  taxes,  combined 
with  regulatory  compliance  requirements  will  severely  erode  the  ability  of  the  domestic 
maritime  industry  to  provide  jobs  and  sufficient  capital  investment  to  ensure  long-term 
viability  of  this  lowest  cost,  environmentally  sound  mode  of  transportation. 

At  my  company,  we  are  faced  with  almost  $100  million  in  expenditures  to  phase  out  our 
single  hull  barges  and  replace  them  with  double  hulls  as  required  by  OPA  90.  At  the 
same  time,  we  will  be  seeing  our  annual  federal  fuel  tax  bill  increase  from  $900,000  in 
1992  to  $8.1  million  in  1997  when  the  BTU  and  waterways  taxes  are  fully  phased  in. 
That  is  $8.1  million  that  would  othera/ise  be  reinvested  in  new  equipment  and  jobs. 

If  an  increase  in  the  fuel  tax  is  enacted,  the  impact  on  watenway-related  industries  would 
be  devastating.  The  low  cost  of  waterway  transportation  is  valuable  to  America's 
industries  and  agriculture  which  rely  on  the  watenways  to  move  substantial  quantities  of 
raw  materials,  such  as  coal,  farm  crops,  and  oil  products  cost  efficiently  from  origin  to 
destination.  With  the  addition  of  a  new  $1.00/gallon  fuel  tax  and  an  almost  $.09/gallon 
BTUtax,watertransportation  costs  would  escalate  dramatically  with  exports,  investments, 
and  employment  being  adversely  impacted  by  the  substantial  direct  costs  not  only  from 
the  taxes  themselves,  but  also  from  the  enormous  secondary  and  indirect  costs  rippling 
throughout  the  entire  economy.  The  costs  of  goods  and  services  will  increase  and  may 
reignite  the  flames  of  inflationary  pressures.  These  taxes  will  weaken  the  competitive 
position  of  U.S.  businesses  in  worid  markets,  particulariy  for  coal  and  grain,  by  increasing 
the  price  of  exported  goods,  by  potentially  reducing  domestic  jobs  that  depend  upon  the 
export  markets  and  by  increasing  our  trade  deficit. 

The  combination  of  user  fees,  taxes,  and  other  charges  greatly  concerns  the  owners  and 
operators  of  both  deep  draft  and  shallow  draft  vessels.  The  BTU  tax  will  increase  the 
base  cost  of  bulk  and  manufactured  goods  slated  for  the  export  market.  Add  to  this  base 
cost,  the  watenways  transportation  costs  of  moving  that  cargo  to  an  export  port,  we  will 
see  that  commodity  priced  out  of  the  overseas  marketplace.  Therefore,  not  only  do 
vessel  owners  and  operators  have  concern  with  the  increased  direct  cost  to  their 
operations  from  increased  fuel  costs,  but  the  indirect  and  secondary  impacts  could 
substantially  reduce  their  domestic  customer  base  as  a  result  of  a  reduction  in  export 
tonnage. 

For  example,  if  bulk  coal  or  grain  is  priced  out  of  the  worid  marketplace,  there  will  be  a 
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reduction  in  the  number  of  inland  river  barges  required  to  move  those  commodities  from 
the  U.S.  Heartland  to  Baton  Rouge  and  New  Orleans  for  trans-shipment  to  deep  draft 
vessels.  With  the  reduction  of  export  tonnage,  there  will  be  a  corresponding  reduction 
in  the  need  for  deep  draft  vessels  in  Baton  Rouge  and  New  Orleans  to  load  these 
commodities  destined  for  the  world  marketplace.  This  scenario  translates  directly  into  laid 
up  barges  and  ships,  lost  employment  and  lost  revenues  to  vessel  operators,  port 
authonties,  and  the  shipyards  and  stevedoring  operations  that  service  these  vessels. 
Also,  in  international  trade,  U.S.  flag  operators  are  already  at  a  distinct  cost  disadvantage 
against  their  foreign  comoetition  in  a  number  of  areas.  These  disadvantages  must  be 
overcome  by  providing  a  higher  standard  of  service  to  customers.  Imposition  of  direct 
user  fees  for  inspections  or  examinations  and  other  fees,  which  are  substantial,  further 
degrades  the  competitive  position  of  U.S.  flag  companies. 

Moreover,  the  inland  waterways  fuel  tax  conflicts  with  environmental  objectives  by  shitting 
from  the  most  environmentally  friendly  and  fuel  efficient  transport  mode  to  less  efficient 
transporters.  A  typical  Ohio  River  oil  products  tow,  for  example,  will  carry  1 50,000  barrels 
to  1 75,000  barrels  of  cargo.  It  would  take  750  tanker  tnjcks  or  31 5  rail  cars  to  transport 
that  same  volume.  Whereas  barge  movements  consume  270  btu/ton  mile,  rail  consumes 
687  btu/ton  mile  and  trucks  consumer  2,343  btu/ton  mile. 

Yes,  The  BTU  tax  and  the  Inland  Waterways  tax  concerns  the  maritime  community 
greatly  in  relation  to  direct  costs,  as  well  as  from  the  indirect  and  secondary  cost 
perspective.  However,  increases  in  harbor  maintenance  fees,  vessel  tonnage  taxes, 
direct  and  indirect  Coast  Guard  user  fees  and  customs  user  fees,  are  of  additional 
concern  as  either  actual  or  proposed  fees. 

Implementation  and/or  the  increase  of  direct  user  fees  or  taxes  will  further  degrade  the 
competitive  position  and  long-term  viability  of  the  inland  river  transporters  and  the  U.S. 
Flag  oceangoing  vessel  companies.  As  I  testified  last  week,  I  represent  an  industry  which 
is  being  smothered  by  regulations  arising  from  OPA  90  and  other  environmental  statutes. 
Compounding  this  situation  with  increased  user  fees  and  other  taxes  may  result  in  driving 
good,  environmentally  responsible  companies  out  of  business.  We  urge  the  members  of 
these  two  subcommittees  to  acknowledge  and  understand  the  dire  implications  of  the 
cumulative  cost  impact  of  a  broad-range  of  regulatory  requirements,  user  fees,  and  taxes 
currently  imposed  or  scheduled  to  be  imposed  on  the  maritime  sectors. 

Thank  you,  Mr.  Chairman. 
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Chairman  Tauzin,  Chairman  Lipinski,  Members  of  the  Subcommittees,  my  name  is  Joe 
Farrell,  and  I  am  President  of  the  American  Waterways  Operators  (AWO),  the  national 
trade  association  representing  the  inland  coastal  barge  and  towing  industry  and  the 
shipyards  which  build  and  service  these  vessels.    I  am  also  appearing  here  today  on 
behalf  of  the  National  Waterways  Conference,  a  nationwide  organization  of  some  400 
waterway-related  businesses,  industries  and  agencies. 

I  am  pleased  to  be  here  today  to  continue  our  dialogue  with  key  committees  of  the 
House  concerning  the  effects  of  federally-mandated  user  fees  on  the  barge  and  towing 
industry.    For  years,  we  have  argued  that  Congress  is  not  giving  adequate  consideration 
to  the  cumulative  financial  and  competitive  impacts  of  the  ever-growing  list  of  fees  under 
which  this  industry  is  being  buried.    Now,  thanks  to  you  and  other  Members  of  the 
Merchant  Marine  and  Fisheries  Committee,  we  have  a  factual  General  Accounting  Office 
(GAO)  study  detailing  the  $11.9  billion  in  federal  fees  and  assessments  already  levied  on 
the  maritime  industry.    Considering  that  the  Administration's  proposed  economic  plan 
also  includes  an  increase  in  the  inland  waterways  fuel  tax  fee  of  525  percent,  this  GAO 
study  and  your  hearing  today  are  incredibly  most  timely.    No  one  could  have  planned  the 
convergency  of  the  facts  surrounding  these  hidden  taxes  and  the  shocking  proposal  by  the 
Administration  to  increase  the  inland  waterways  fuel  tax  by  525  percent. 

The  whole  rubric  of  the  federal  government  imposing  these  so-called  user  fees,  or  taxes, 
runs  against  the  very  foundation  upon  which  this  nation  was  built.    It  is  nothing  less  than 
taxation  without  representation.    Such  an  outrage  prompted  our  rebellion  against  a 
distant  and  uncaring  king. 

This  concept  of  a  towering  federal  government  imposing  taxes  on  a  relatively  tiny  sector 
of  U.S.  society  finds  its  roots  in  the  American  people's  growing  concern  about  an  ever 
larger  presence  of  government  in  our  lives.   The  people  became  reluctant  to  pay  more 
income  taxes.    Politicians  became  increasingly  apprehensive  about  proposing  any  taxes 
which  would  be  visible  to  the  voters.   That  was  enshroud  in  the  now  famous  (and 
fractured  many  times)  decree,  "no  new  taxes." 

But,  encroaching  government  has  to  be  fed.    User  taxes  are  at  least  a  partial  and 
politically  safe  way  out.   The  concept  modifies  Sen.  Russell  Long's  aphorism  into  "Don't 
tax  you,  don't  tax  me,  tax  the  man  you  cannot  see."   No  matter  how  you  slice  it,  these 
invisible  and  proliferating  taxes  are  wrong. 

As  documented  in  the  GAO  study  Federal  Assessments  Levied  on  Commercial  Vessels, 
some  12  federal  agencies  levy  117  individual  assessments  on  the  maritime  industry, 
totalling  $11.9  billion,  including  $1.9  billion  in  user  fees  and  taxes,  and  $9.9  billion  in 
Customs  duties  on  goods  transported  by  vessel.   For  FY  1992,  revenue  projections  will 
raise  the  industry  user  fee  total  to  $2.1  billion.   Worse,  still,  GAO  estimates  that  there 
are  28  pending  assessments  (vessel  documentation,  marine  licensing  and  renewal,  vessel 
inspection,  new  construction  and  plan  review  fees)  already  in  the  works  which  will  add 
another  $23.5  million  in  FY  1993,  increasing  to  an  estimated  $40.3  million  in  FY  1997. 
Clearly,  this  study,  which  does  not  include  state  and  local  assessments,  establishes  that  we 
are  already  a  heavily  taxed  industry;  unfortunately,  even  greater  tax  burdens  lie  ahead. 

Chairman  Tauzin,  last  year  (February  25,  1992),  AWO  testified  before  your 
Subcommittee  concerning  the  Coast  Guard's  proposed  regulations  assessing  Direct  User 
Fees  for  Inspection  or  Examination  of  U.S.  and  Foreign  Commercial  Vessels  (CGD  91- 
030)  and  User  Fees  for  Marine  Licensing  Certification  of  Registry  and  Merchant 
Mariners  Documentation  (CGD-91-002).   At  that  time,  we  provided  an  evaluation  of 
these  specific  fees,  comparing  the  projected  costs  charged  with  the  criteria  established 
under  law  (fees  should  not  exceed  the  total  cost  of  providing  the  service),  and  concluded 
that  these  proposed  assessments  were  in  some  cases  excessive  or  duplicative  and 
therefore  failed  to  meet  the  law's  requirements.    Concerning  marine  licensing  fees,  we 
also  stated  that  the  Coast  Guard  had  seriously  underestimated  the  financial  burden  which 
the  proposed  fees  will  represent  to  the  average  mariner,  as  well  as  to  prospective 
employees  who  would  face  front-end  financial  barriers  to  employment  for  entry-level 
positions.    Finally,  we  stated  then,  and  reiterate  now,  that  the  Coast  Guard  and  the  other 
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federal  agencies  should  refrain  from  issuing  final  regulations  until  public  comments  on 
each  regulatory  proposal  have  been  received  and  evaluated  in  toto. 

Considering  that  the  GAO  study  documents  that  89  percent  ($10.5  billion)  of  the  fees 
collected  from  the  industry  go  to  the  General  Treasury,  i.e.,  these  fees  fund  no  specific 
service  to  those  paying  the  money,  it  is  clear  that  the  level  of  assessments  goes  well 
beyond  the  law's  requirement  that  fees  collected  be  related  to  the  cost  of  providing  a 
service. 

Beyond  this  GAO  study  and  the  general  issue  of  the  cumulative  impact  of  fees  on  this 
industry,  I  believe  it  is  important  to  single  out  today  a  fee  which  is  not  covered  in  this 
study  but  which,  if  enacted,  would  clearly  threaten  the  viability  of  the  barge  and  towing 
industry. 

I  am,  of  course,  referring  to  the  proposed  525  percent  increase  in  the  inland  waterways 
fuel  tax  --  the  so-called  "Barge  Tax,"  which  is  estimated  to  hit  the  industry  for  $820 
million  over  the  budget  period. 

Like  many  Americans,  we  were  encouraged  by  candidate  and  now  President  Clinton's 
call  for  change,  emphasizing  job  security,  economic  growth,  and  fiscal  responsibility.   We 
were  also  particularly  pleased  by  his  recognition  that  infrastructure  plays  a  critical  role  in 
establishing  the  foundation  for  a  sustained  economic  expansion  from  which  all  citizens 
benefit.    Buried  in  the  details  of  the  Administration's  economic  program  and  scored  as  a 
spending  cut,  however,  is  a  shocking  525  percent  increase  in  the  diesel  fuel  tax  levied  on 
commercial  navigation  interests  using  the  inland  waterways  system.    Because  this  fuel  tax 
increase  will  in  fact  encourage  only  disinvestment  in  waterways  infrastructure,  we  submit 
that  it  is  grossly  inconsistent  with  the  stated  aims  of  the  Administration's  economic  plan 
and  should  therefore  be  abandoned.    Fortunately,  the  President,  when  questioned  about 
the  issue  in  a  March  1  CBS  news  interview,  stated  that  the  inland  waterways  tax  issue 
"needs  to  be  reexamined."   Unfortunately,  the  proposal  is  still  buried  in  the  Budget 
Resolution  which  will  be  voted  on  this  week  in  both  the  House  and  Senate. 

In  his  transmittal  letter  to  Congress,  the  President  described  his  "vision  of  change"  as 
including  investment  in  people,  reward  for  hard  work,  fairness,  and  recognizing  that  our 
families  and  communities  are  the  cornerstone  of  America's  strength.    That  vision  was 
long  ago  seen  and  followed  by  the  founders  of  this  industry  -  some  of  whose  families  still 
ply  the  waters  of  our  great  inland  waterways  network.    Most  of  the  companies  in  our 
industry  are  what  is  characterized  as  "small  business." 

To  these  men  and  women  who  manage  and  operate  America's  barge  and  towing  industry, 
the  inclusion  of  an  increase  on  the  inland  waterways  transportation  sector  forces  us  to 
conclude  that  the  Administration  makes  this  proposal  without  having  had  the  opportunity 
to  gauge  the  consequences.   This  proposed  tax,  if  enacted,  would  capture  approximately 
25  percent  of  the  industry's  annual  revenues.   No  industry  in  America  could  survive  such 
a  blow. 

In  order  to  measure  and  appreciate  the  impact  this  tax  increase  would  engender,  it  is 
first  necessary  to  understand  the  role  waterborne  transportation  plays  in  the  nation's 
economic  infrastructure.    For  less  than  2  percent  of  the  nation's  transportation  costs,  we 
transport  15  percent  of  the  nation's  freight,  over  half  of  all  export  grain,  20  percent  of  all 
coal,  over  30  percent  of  the  nation's  petroleum  products,  and  20  percent  of  the  logs  and 
woodchips  destined  for  overseas  markets  --  and  do  so  in  the  most  economic,  fuel 
efficient,  and  environmentally  sound  method  offered  by  any  of  the  competing  bulk 
commodity  transporters.   This  industry  is  America's  most  productive  mode  of 
transportation.    Our  vessels  deliver  agricultural  fertilizer  to  farmers;  grain  to  food 
producers  and  export  ports;  building  materials  to  construction  sites;  iron  and  steel  to 
factories;  coal  to  electric  generating  plants;  and  home  heating  oil  and  gasoline  to  millions 
of  Americans.   The  cargoes  go  to  all  sectors  of  the  American  economy,  and  thus  play  a 
significant  role  in  enhancing  U.S.  competitiveness,  both  domestically  and  in  the 
expanding  international  marketplace. 

Before  elaborating  the  harmful  effects  of  the  proposed  tax,  however,  we  must  take 
exception  to  invalidate  the  Office  of  Management  and  Budget's  (OMB)  relentlessly 
repeated  myth  that  the  barge  and  towing  industry  is  the  most  subsidized  transportation 
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mode,  is  the  sole  beneficiary  of  federal  expenditures  on  the  rivers,  and  is  therefore  an 
appropriate  target  for  such  a  tax  gouge.   A  broken  statement  which  OMB  plays  Hke  a 
broken  record.    OMB  apparently  forgets  that  all  river  construction  projects  must  meet 
federal  requirements  that  the  benefits  of  each  project  surpass  by  a  large  margin  the 
construction  costs,  before  work  can  begin.   This  rigorous  test  is  required  by  federal  law. 
And,  the  barge  industry  is  the  only  transportation  mode  which  must  pass  such  a  test. 
OMB  apparently  forgets  that  all  these  federal  expenditures  on  transportation  ...  land 
grants  to  the  railroads,  subsidies  to  build  and  maintain  the  interstate  highway  network, 
inland  river  locks  and  dams  ...  are  investments  to  foster  economic  development.    Not  one 
has  failed  to  provide  a  cornucopia  of  benefits  to  American  citizens. 

Specific  to  the  river  valleys,  the  expansion  of  communities  and  businesses  could  not  have 
occurred  without  federal  spending  to  maintain  the  waterways.   Consider  also  that 
maintenance  of  the  channels  and  operation  of  the  network  of  dams  on  the  rivers  are 
essential  to  flood  control.    Scores  of  communities  along  the  Ohio  River  get  their  water 
supply  from  the  river.    Recreational  and  environmental  interests  ...  boaters,  fishermen, 
campers,  hunters,  the  preservation  of  sanctuaries  and  habitats  for  a  great  variety  of  fish, 
mammals,  and  birds  ...  benefit  enormously  from  the  work  of  the  U.S.  Army  Corps  of 
Engineers. 

Although  clearly  not  the  sole  beneficiary  of  the  system,  the  barge  and  towing  industry  is 
the  lone  waterways  user-investor  -  diesel  fuel  taxes  paid  only  by  the  barge  and  towing 
industry  into  the  Inland  Waterways  Trust  Fund  already  finance  50  percent  of  the 
construction  and  rehabilitation  expenditures  each  year.   Currently,  this  dedicated  tax  is  17 
cents/gallon,  with  mandated  additional  increases  set  at  19  and  20  cents,  respectively,  in 
1994  and  1995.    Given  these  facts,  it  is  fiction  that  the  barge  industry  is  the  beneficiary  of 
disproportionate  federal  largesse. 

Under  the  President's  proposal,  which  would  take  effect  in  FY  1994,  that  19  cents  would 
be  raised  by  $1.00  per  gallon  to  $1.19  over  four  years,  be  earmarked  not  for  construction 
but  for  overhead  costs,  and  is  estimated  to  cost  the  industry  $820  million  during  the 
period.     The  immediate  implication  of  such  a  tax  is  not  speculation.   The  cost  of  a 
typical  14-day  trip  carrying  grain,  corn,  or  soybeans  from  Minneapolis  to  New  Orleans 
would  increase  by  $70,000.   One  needs  to  understand,  in  order  to  grasp  the  true 
consequences  of  this  proposed  tax,  that  this  industry's  vessels  make  125,000  trips  in  a 
given  year. 

These  fuel  cost  increases  assume  perhaps  that  barge  operators  will  be  able  to  pass  along 
these  costs  and  will  not  be  forced  out  of  business;  for  many  small  and  medium  sized 
operators,  which  constitute  the  core  of  this  industry,  this  unfortunately  is  not  a  realistic 
assumption.    Moreover,  to  the  extent  that  price  competition,  barge  to  barge,  or  barge  to 
rail,  is  diminished  by  this  proposal,  rates  for  commodity  shippers  will  no  doubt  increase 
further  and  other  negative  non-pricing  factors  will  also  go  up  as  well.    For  example, 
Minnesota's  Department  of  Transportation  found  that  if  waterways  traffic  in  the  state 
were  shifted  to  rail,  fuel  use  would  increase  by  331  percent,  emissions  by  470  percent,  and 
probable  accidents  by  290  percent.    If  the  traffic  diversion  went  to  trucks,  these  same 
negative  impacts  would  increase  826  percent,  705  percent,  and  5,967 percent,  respectively. 
Moreover,  for  every  16  barge  tow  -  an  average  sized  tow  on  the  Mississippi  ~  it  would 
require  1000  semi-truck  loads  to  haul  the  equivalent  cargo. 

Considering  all  this,  and  the  fact  that  the  revenues  generated  by  this  industry  are  far  less 
than  the  contribution  level  the  Administration  is  asking  us  to  make,  one  can  no  doubt 
appreciate  our  opposition  to  the  proposal. 

We  believe  it  is  most  important  that  you  also  consider  the  macro-economic  impact  this 
proposal  would  have  on  the  many  commodity  sectors  which  rely  on  us  as  both  a 
transporter  of  their  products  and  also  as  an  insurer  of  the  benefits  of  competitive  pricing 
for  bulk  commodity  transport. 

To  repeat,  the  barge  and  towing  industry  moves  over  half  of  all  grain  shipments  bound 
for  export.    Under  the  Administration's  plan,  the  fuel  cost  per  ton  for  grain  shipments 
from  St.  Paul,  Minnesota;  Quincy  and  Pekin,  Illinois;  and  Dubuque,  Iowa;  to  the  Gulf 
would  increase  by  130  percent,  126  percent,  and  125  percent,  respectively.    Coal  operators 
would  likewise  be  hit  (over  and  above  the  BTU  energy  tax  proposal).    Specifically,  the 
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fuel  cost  per  ton  for  barge  coal  movements  from  the  Big  Sandy,  Kentucky/West  Virginia; 
to  Pittsburgh,  Pennsylvania;  Cincinnati,  Ohio;  and  the  Gulf,  would  increase  137  percent, 
136  percent,  and  132  percent,  respectively.   Shipment  fuel  costs  from  the  Kanawha  River, 
West  Virginia,  to  the  Gulf  would  likewise  increase  131  percent. 

President  Clinton's  vision  of  America  is  built  on  investment  in  our  nation's  infrastructure, 
technologies,  and  people,  to  spur  the  domestic  economy  so  that  this  nation  will  be 
positioned  to  compete  in  global  markets.   Throughout  history,  federal  government 
investment  in  transportation  infrastructure  unfailingly  produced  bountiful  results  for  our 
citizens.      Our  ability  to  compete  globally  goes  to  the  heart  of  creating  and  retaining 
high-paid  jobs  in  the  future.    Given  the  magnitude  of  the  projected  cost  increases  cited 
above,  it  is  clear  that  exports  of  grain  and  coal  would  be  severely  impacted,  which 
obviously  runs  counter  to  the  President's  stated  goals. 

During  the  campaign.  President  Clinton  also  appropriately  noted  investment  in 
transportation  systems  that  other  nations  have  made  have  better  positioned  them  for 
international  competition.    For  example,  Japan  invests  23  times  as  much  as  the  United 
States  in  infrastructure;  and  in  Germany,  15  times  as  much.   Part  of  the  Administration's 
strategy  is  to  follow  this  example.   The  impacts  of  the  proposed  fuel  tax  increase  are 
clearly  inconsistent  with  their  stated  objective. 

In  A  Vision  of  Change  for  America,  President  Clinton  rightly  underscored  the  need  to 
provide  funds  to  maintain  and  enhance  America's  infrastructure  to  spur  economic  growth 
and  prosperity.   The  barge  and  towing  industry,  which  provides  more  on  board  jobs  than 
any  other  in  the  maritime  sector,  is  the  marine  component  of  this  infrastructure.    One 
would  thus  expect  that  rather  than  mandating  an  ever-increasing  list  of  fees,  quintupling 
the  inland  fuel  tax,  and  leveling  a  BTU  tax,  the  federal  government  should  instead  be 
boosting  this  transportation  mode  by  advocating  programs  which  lower  the  costs  for  the 
industry. 
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Mr.  Chairman  and  Members  of  the  Subcommittee,  my  name  is 
Rod  Schonland.  I  am  the  Manager  of  Trade  Regulations  for  the 
Polaroid  Corporation,  headquartered  in  Cambridge,  Massachusetts, 
and  with  facilities  at  numerous  sites  throughout  New  England. 
I  am  appearing  today  on  behalf  of  Mr.  Tom  Carroll  of  Polaroid, 
the  Co-Director  of  the  New  England  Shippers  Advisory  Council; 
and  it  is  in  that  capacity  that  I  am  here  today  to  discuss  the 
impact  on  our  members  of  federal  assessments  on  trade  movements, 
and  particularly,  the  Harbor  Maintenance  Tax. 

The  New  England  Shippers  Advisory  Council  is  a  group  of 
more  than  140  New  England  companies  that  ship  through  the  Port 
of  Boston  and  other  New  England  and  Northeastern  ports.  Many  of 
our  members  are  major  U.S.  exporters  and  processors  of  goods 
which  are  entered  at  these  ports.  My  testimony  today  also 
reflects  the  views  of  another  organization,  the  Agricultural 
Ocean  Transportation  Coalition,  whose  membership  across  the 
United  States  includes  growers,  processors,  suppliers,  and 
vendors  to  the  farm,  forest,  and  fiber  agriculture  industry. 

The  Committee  has  done  a  service  to  the  shipping  community 
in  requesting  the  GAO  Report  on  Federal  Assessments  Levied  on 
Commercial  Vessels.  This  Report  demonstrates  the  sheer 
magnitude  of  the  burden  on  trade  and  competitiveness  posed  by 
119  different  assessments  by  12  different  agencies  on  the 
movement  of  goods  through  the  ports  of  the  United  States.  As 
Congress  considers  the  Administration's  tax  and  budget  proposals 
to  address  the  deficit,  it  is  imperative  that  these  assessments 
also  be  re-evaluated.  True  deficit  reduction  depends  upon  long- 
term  productivity  and  international  competitiveness.  The 
unintended  consequence  of  expanding  so-called  "user  fee" 
taxation  on  trade  movements  is  the  distortion  of  trade  and  the 
potential  re-location  of  the  country's  productive  assets.  This 
basic  fact  has  been  recognized  by  Republican  and  Democratic 
Administrations  alike  with  respect  to  tariffs  under  the  Uruguay 
Round  and  NAFTA  negotiations.  The  current  —  and  possibly 
increasing  —  levels  of  non-tariff  assessments  on  commercial 
vessel  trade  contradict  that  premise. 

Although  our  groups  are  deeply  concerned  about  the 
cumulative  effects  of  these  taxes,  I  would  like  to  focus  my 
testimony  on  one  of  the  user  fees  identified  in  the  GAO  Study: 
the  Harbor  Maintenance  Tax.  This  tax  was  tripled  in  1990,  to 
its  current  level  of  0.125  percent  on  the  value  of  cargo, 
despite  explicit  assurances  by  the  Senate  Finance  Committee  in 
1986  that  increases  would  not  occur.  At  this  new  level  the  tax 
is  generally  unfair  and  especially  burdensome  to  New  England 
interests.  The  Administration  has  now  identified  this  fee  as  an 
element  of  its  deficit  reduction  program,  estimating  that 
collections  will  increase  by  $165  million  over  four  years 
through  the  allocation  of  trust  fund  monies  for  compliance. 

U.S.  exports  have  played  a  major  role  in  supporting  the 
recovery  of  our  economy.  Yet,  this  tax  effectively  penalizes 
exports.  The  additional  expense  invariably  is  reflected  in 
higher  prices  of  U.S.  products  in  foreign  markets,  thus  putting 
U.S.  products  at  a  competitive  disadvantage.  When  a  U.S. 
manufacturer  such  as  Polaroid  imports  materials  and  components 
for  further  manufacture  in  the  United  States  and  marketing  of 
the  finished  product  abroad,  they  must  bear  a  double  burden, 
which  invariably  affects  competitive  product  pricing. 
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The  assessment  is  also  contrary  to  the  goal  of  correlating 
a  "user  fee"  to  the  value  of  the  services  provided.  Since  the 
time  that  the  tax  was  tripled  in  1991  (supposedly  to  account  for 
covering  100%  of  the  Army  Corps  of  Engineers'  Operation  and 
Maintenance  costs,  instead  of  40%),  a  substantial  surplus  has 
accumulated  in  the  Harbor  Maintenance  Trust  Fund.  It  is  our 
understanding  that,  at  the  end  of  fiscal  year  1992,  there  was  a 
surplus  of  more  than  $120  million  in  the  Fund.  This  surplus  has 
accumulated  despite  the  fact  that  compliance  levels  have  been 
below  50%;  full  compliance  at  the  current  rate  of  .125%  will 
succeed  only  in  increasing  the  amount  of  the  surplus  further. 
On  the  other  hand,  based  upon  our  calculations  of  potentially 
collectible  Harbor  Maintenance  Tax  income,  derived  from  the 
Corps  of  Engineers'  own  data,  the  full  Operations  and 
Maintenance  costs  can  be  met  at  the  previous  assessment  level  of 
close  to  .04%.  Increasing  a  user  fee  on  those  who  pay,  in  order 
to  offset  the  lack  of  income  from  those  who  don't,  is  poor  tax 
policy.  Increasing  compliance  at  higher  assessment  levels  in 
order  to  increase  a  surplus  is  even  worse. 

Our  foreign  trading  partners  have  already  entered 
consultations  with  the  United  States  over  the  compatibility  of 
this  tax  and  the  Trust  Fund  surplus  with  the  GATT.  A  similar 
challenge  in  1988  resulted  in  Congressional  modification  of  the 
Customs  User  Fee  to  correlate  the  level  of  assessment  with  the 
actual  value  of  the  services  provided. 

The  increase  in  the  tax  has  put  the  ports  in  New  England 
and  the  Pacific  Northwest  at  a  competitive  disadvantage  with 
Canadian  ports  that  do  not  have  this  additional  cost.  For 
example,  the  increase  has  meant  that  a  company  shipping  a 
container  with  merchandise  valued  at  $500,000  must  pay  $425  more 
in  Harbor  Maintenance  Taxes  to  ship  through  a  U.S.  port  than  it 
did  before  the  1990  increase.  When  the  same  export  transaction 
is  compared  to  the  cost  of  shipment  through  Canadian  ports,  the 
combination  of  Harbor  Maintenance  Taxes  and  other  fees  which  are 
not  applied  to  Canadian  port  movements,  makes  movement  through 
the  port  of  Boston  as  much  as  40%  more  expensive  than  through 
Montreal.  Obviously,  this  disparity  creates  a  substantial 
disincentive  to  the  use  of  Northeast  U.S.  ports.  Loss  of 
business  to  those  ports  means  the  loss  of  jobs  and  the  loss  of 
support  service  income. 

As  tariffs  are  further  reduced  under  the  United  States- 
Canada  Free  Trade  Agreement,  and  possibly  under  NAFTA,  this 
competitive  burden  on  U.S.  ports  will  grow.  When  Mexico  is 
included  in  a  North  American  Free  Trade  Agreement,  U.S.  ports 
near  the  Mexican  border  will  also  lose  business  because  of  the 
Harbor  Maintenance  Tax  and  other  non-tariff  trade  taxes. 

A  previous  GAO  study  has  shown  that  the  government  has  not 
done  a  very  good  job  of  collecting  the  harbor  tax  on  all 
eligible  import,  export,  and  domestic  cargo  movements.  We 
believe  that  with  full  enforcement  of  the  tax,  it  would  be 
possible  to  raise  the  funds  needed  by  the  Corps  of  Engineers  for 
port  maintenance  at  a  much  lower  rate  of  tax  than  the  current 
one.  However,  this  increased  enforcement,  which  would  be 
authorized  by  the  Customs  Modernization  Act,  and  which  has  been 
identified  in  the  President's  budget  program,  should  not  be  used 
simply  for  the  accounting  purpose  of  general  deficit  reduction. 
The  nation's  international  competitiveness  is  already  suffering 
under  this  excessive  user  fee.  We  submit  that  a  modification  of 
this  tax,  to  accurately  reflect  actual  costs  of  harbor 
maintenance  and  full  enforcement,  will  permit  a  reduction  to 
assessment  levels  which  enhance  competitiveness,  and  do  far  more 
for  real  deficit  reduction  than  any  increase  in  a  trust  fund 
surplus. 

Thank  you  for  giving  us  this  opportunity  to  comment,  and  I 
will  be  pleased  to  respond  to  any  questions  from  the  Committee. 
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National  Grain  and  Feed  Association 

TESTIMO>rV^  BY 
DR.  KENDELL  W.  KEITH 

JOINT  HEARING 

BEFORE  THE 

SUBCOMMITTEE  ON  COAST  GUARD  AND  NAVIGATION 

AND  THE 

SUBCOMMITTEE  ON  MERCHANT  MARINE 

OF  THE  COMMITTEE  ON 
MERCHANT  MARINE  AND  FISHERIES 

UNITED  STATES  HOUSE  OF  REPRESENTATIVES 
MARCH  25,  1993 


Chairman  Tauzin,  Chairman  Lipinski  and  members  of  the  committee: 

First,  I  want  to  express  my  thanks  to  the  subcommittees  for  inviting  the 
National  Grain  and  Feed  Association  to  testify  on  an  issue  of  vital  importance  to 
the  agricultural  sector  of  the  economy. 

My  name  is  Kendell  W.  Keith  and  I  am  president  of  the  National  Grain  and 
Feed  Association. 
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The  National  Grain  and  Feed  Association  (NGFA)  is  the  national 
nonprofit  trade  association  of  1 ,200  grain,  feed  and  processing  firms  comprising 
5,000  facilities  that  store,  handle,  merchandise,  mill,  process  and  export  more  than 
two-thirds  of  all  U.S.  grains  and  oilseeds  utilized  in  domestic  and  export  markets. 
The  NGFA  also  consists  of  forty  affiliated  state  and  regional  grain  and  feed 
associations  whose  members  include  more  than  10,000  grain  and  feed  companies 
nationwide. 

I  am  appearing  before  you  today  to  testify  about  the  damaging  effects  of 
federal  trade  taxes  on  both  the  domestic  economy  and  the  competitiveness  of  U.S. 
exports.  The  NGFA  is  particularly  concerned  about  several  provisions  contained 
in  the  budget  proposal  -  A  Vision  of  Change  for  America  -  now  being  considered 
by  Congress.  One  proposal  would  increase,  by  over  one  ($1)  dollar  per  gallon, 
the  tax  on  diesel  fuel  used  by  commercial  towing  companies  on  the  inland 
waterways.  Another  proposal  would  significantly  increase  the  fees  charged  on 
inspections  of  export  grain  by  the  Federal  Grain  Inspection  Service.  The  NGFA 
is  also  concerned  about  efforts  to  transfer  funds  from  the  Harbor  Maintenance 
Trust  Fund  to  fund  activities  of  the  National  Oceanic  and  Atmospheric 
Administration. 
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The  recently  released  General  Accounting  Study  -  MARITIME  INDUSTRY: 
Federal  Assessments  Levied  on  Commercial  Vessels  -  shows  that  waterborne 
commerce  already  bears  a  heavy  burden  of  taxes  and  so-called  user  fees. 
Assessments  levied  by  12  federal  agencies  on  waterborne  trade  totaled  $1.9  billion 
in  fiscal  year  1991  alone.  Exports  of  U.S.  grains  are  directly  impacted  by  a  host 
of  taxes,  user  fees  and  assessments  including  the  harbor  maintenance  tax,  the 
vessel  tonnage  tax,  commodity  inspection  fees  and  the  inland  waterways  fuel  tax. 

The  impact  of  maritime  taxes  and  user  fees  are  significant.  A  typical  50,000 
metric  ton  shipment  of  corn  from  New  Orleans  to  Japan  via  the  Panama  Canal 
incurs  $120,423  in  taxes  and  fees  using  the  data  from  the  GAO  study.  The 
proposed  one  ($1)  increase  in  the  inland  waterways  fuel  tax  would  add  another 
$273,600  in  costs  to  such  a  shipment,  bringing  the  total  maritime  taxes  and  users 
fees  associated  with  a  typical  export  shipment  of  corn  to  a  staggering  $394,023  or 
$7.88  per  metric  ton. 

Set  forth  below  are  the  taxes,  user  fees  and  assessments  incurred  on  a 
typical'  50,000  metric  ton  export  shipment  of  number  3  yellow  corn  shipped  from 


'  The  Tigures  used  are  conservative  and  are  based  on  the  recently  released  United  States 
General  Accounting  Office  study  --  MARITIME  INDUSTRY:  Federal  Assessments  Levied  on 
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New  Orleans,  Louisiana  to  Japan  via  the  Panama  Canal: 

1.  Certificate  Fee  for  Vessel  Tonnage  Tax  (p. 56)  $4.50 

2.  Clearance  of  Vessel  (p. 56)  18.00 

3.  APHIS  User  Fee  (p. 67)  544.00 

4.  APHIS  Phytosanitary  Fee  (p. 68)  30.00 

5.  Customs  Bulk  Carrier  Fee  (p. 68)  100.00 

6.  Fed.  Gram  Insp.  Serv.  Stowage  Examination  (p. 69)  210.00 

7.  Panama  Canal  Commission  (PCC)  Gen.  Tug  (p. 70)  2,700.00 

8.  PCC  Tug  Lines  (p. 70)  50.00 

9.  PCC  Offshore  Pilotage  (p.71)  800.00 

10.  PCC  Port  Pilotage  (p. 72)  800.00 

11.  PCC  Tolls  (p. 73)  48,620.00 

12.  PCC  Transit  Booking  Fee  (p. 66)  5,060.00 

13.  Customs  Vessel  Tonnage  Tax  (p. 76)  5,940.00 

14.  IRS  Inland  Waterways  Fuel  Tax  (p. 76)  46,512.00 

15.  Customs  Harbor  Maintenance  Tax  (p. 79)  6,875.00 


Loinmerciai  vessels  (March  1993;  GAO/RCED-93-65FS)  The  page  numbers  referenced 
correspond  to  the  pages  in  the  GAO  repxjrt.  Additional  assessments  would  bs  incurred  under 
some  circumstances.  The  barge  portion  of  the  movement  is  based  on  a  shipment  from  Peoria, 
Illinois  to  New  Orleans  using  two  twenty-six  barge  tows. 
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16.  Federal  Grain  Inspection  Service  Inspection  Fees^  2,520.00 

Subtotal:  $120,423.50 

$l/gallon  increase  in  Inland  Waterways  Fuel  Tax:  $273,600.00 

Total  Cost  to  Export  Shipment: 

INLAND  WATERWAYS  FUEL  TAX 

The  NGFA's  opposition  to  the  proposed  525%  increase  in  the  inland 
waterways  fuel  tax  is  based  on  the  following  reasons: 

First,  the  $1  per  gallon  tax  increase  would  lead  to  significantly  decreased 
farm  income.  In  1991,  sixty-five  percent  of  all  U.S.  grain  exports,  a  total  of 
sixty-three  million  tons  with  a  total  value  of  $10  -  15  billion,  moved  on  the  inland 
waterways.    The  price  of  these  grains  and  oilseeds  is  determined  by  worldwide 


-  This  inspection  fee  is  paid  directly  to  the  USDA's  Federal  Grain  Inspection  Service  by  the 
loading  export  elevator  for  federally  mandated  export  grain  inspection  and  is  in  addition  to  those 
fees  identified  in  the  GAO  study. 
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supply  and  demand  in  a  global  marketplace  where  U.S.  farmers  must  compete  with 
the  production  of  farmers  in  Europe,  South  America,  and  the  far  East.  It  is  very 
unlikely  that  this  proposed  increase  in  transportation  costs'  could  be  passed  on  to 
foreign  buyers  who  have  a  large  choice  of  alternative  suppliers. 

Additionally,  merchandising  margins  in  the  grain  and  feed  industry  are 
extremely  thin  as  are  the  operating  margins  of  most  barge  carriers.  A  tax  increase 
of  this  magnitude  is  larger  than  the  combined  margins  of  both  the  export  grain  and 
barge  industries.  Thus,  it  is  inconceivable  that  this  increase  could  be  absorbed  by 
these  industries. 

The  only  segment  of  the  industry  remaining  to  absorb  this  tax  increase  is  the 
producer  himself.    A  1985  study  by  the  Department  of  Agriculture''  showed  that 


'  "Transportation  is  a  key  element  in  the  marketing  system  of  bulk  agricultural  commodities. 
...  Since  most  grain  shipf)ed  by  barge  is  destined  for  an  export  point,  the  cost  of  barge 
transportation  is  a  key  issue  in  the  total  cost  of  marketing  export  grain  This  cost  is 
especially  Important  with  the  increased  competition  from  several  grain  exporting  countries. 

Increased  operating  costs  for  barge  operators  may  be  reflected  in  higher  transportation  rates  and 
reduced  bids  to  producers  by  river  elevators  [emphasis  added]."  Patricia  Miller  &  Lowell  D. 
Hill,  ORGANIZATION  AND  STRUCTURE  OF  THE  BARGE  INJDUSTRY  TRANSPORTING 
GRAIN  ANT)  OTT.SF.F.nS  Department  of  Agricultural  Economics,  Agricultural  Experiment 
Station.  College  of  Agriculture,  University  of  Illinois  at  Urbana-Champaign  (May  1986). 

'  Theresa  Sun  &  Lester  Myers,  A  WATERWAY  TAX  ON  GRAINS:  A  FUNCTIONAL 
MARKET  ANALYSIS.  United  States  Department  of  Agriculture,  Economic  Research  Service, 
Technical  Bulletin  Number  1705  (July  1985). 
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fully  seventy  percent  of  a  five  cent  per  bushel  fuel  tax  would  be  borne  by  the  U.S. 
farmer.  With  another  $1  per  gallon  in  taxes,  I  believe  that  this  percentage  will 
increase  to  the  85  to  95  percent  level.  The  National  Grain  and  Feed  Association 
estimates  that  this  tax  will  cause  declines  in  amiual  farm  income  of  up  to  $431 
million  per  year,  just  in  those  states  which  are  directly  adjacent  to  the  waterways. 

Second,  the  $1  per  gallon  tax  increase  is  applied  unfairly  to  only  one 
segment  of  inland  waterway  users.  Barge  navigation  is  only  one  of  many 
beneficiaries  of  inland  river  operations.  Many  programs  are  undertaken  for  a 
variety  of  public  purposes,  i.e.  flood  reduction,  hydropower,  water  supply,  and 
bank  stabilization.  In  the  absence  of  all  commercial  navigation,  costs  for  these 
other  purposes  would  continue,  but  the  commercial  navigation  interests  are  now 
being  asked  to  pay  for  all  of  these  costs.  By  way  of  analogy,  this  would  be  akin 
to  asking  the  commercial  trucking  industry  to  pay  for  all  of  the  operations  and 
maintenance  of  the  interstate  highway  system. 

Third,  the  projected  revenues  derived  from  the  $1  per  gallon  tax  are  based 
on  faulty  economic  theory.  The  present  proposal  estimates  revenues  in  1997  from 
this  tax  to  be  $460  million.    However,  this  estimate  is  based  on  traffic  volume 
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remaining  constant  or  even  increasing  slightly  in  the  face  of  a  five-fold  increase 
in  operating  costs. 

As  farm  income  decreases  due  to  this  tax  and  the  cost  of  production 
increases  due  to  higher  transportation  costs  of  inputs  such  as  fertilizer,  overall 
farm  production  and  U.S.  exports  will  decline.  In  fact,  the  USDA  study  quoted 
earlier  estimated  that  a  five  cent  per  bushel  tax  would  cause  a  decrease  in  U.S. 
grain  exports  of  365,000  tons.  With  the  $1  per  gallon  increase,  exports  could  fall 
more  than  twice  that  amount.  Thus,  as  the  volume  of  export  grain  declines,  the 
revenues  from  this  tax  would  also  decline  to  levels  far  below  the  projected  $460 
million. 

In  addition,  there  is  good  reason  to  believe  the  true  net  revenue  increase  that 
would  be  realized  by  government  has  been  vastly  overstated.  Given  the  proximity 
of  the  corn  belt  region  to  the  river  system,  we  would  expect  midwestern  corn 
prices  to  be  depressed  in  a  range  of  four  to  eight  cents  per  bushel,  depending  on 
location.  If  we  assume  an  average  decline  of  five  cents  per  bushel,  revenue  gains 
from  this  tax  would  be  offset  by  increased  federal  deficiency  payments  under 
current  government  farm  programs. 
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Based  upon  USDA's  own  Final  Regulatory  Impact  Analysis.  November  16. 
1992.  a  five  cent  per  bushel  decline  in  corn  price  would  cause  additional 
government  costs  in  a  range  of  $300  to  $500  million.  This  impact  is  for  corn  and 
feed  grains  alone.  The  added  program  cost  to  the  federal  government  due  to  lower 
wheat  and  soybean  prices  would  be  in  addition  to  this  cost.  Thus,  even  with 
conservative  assumptions  about  the  farm  price  impact  of  the  tax,  we  believe  a 
more  careful  assessment  of  the  full  impacts  of  this  tax  would  demonstrate  that  the 
federal  government  would  actually  lose  revenue  rather  than  gain  it  with  this 
proposal. 

Fourth,  the  $1  per  gallon  tax  increase  will  divert  traffic  from  the  inland 
waterways  to  other  modes  of  transportation  with  significant  environmental  impacts. 
Barge  transportation  on  the  inland  waterways  is  the  most  environmentally  friendly 
mode,  using  less  fuel  per  ton-mile,  creating  less  air  and  noise  pollution  and  having 
a  superior  safety  record  for  the  movement  of  petroleum  and  hazardous  chemicals. 

In  a  study  conducted  by  the  Minnesota  Department  of  Transportation,  it  was 
found  that  if  waterway  traffic  in  Minnesota,  one  of  the  states  most  affected  by  this 
tax,  was  shifted  to  rail,  fuel  use  would  increase  by  331  percent,  emissions  would 
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increase  by  470  percent  and  probable  accidents  would  increase  by  290  percent. 
For  a  shift  from  barge  to  truck,  the  increases  would  be  826  percent,  709  percent, 
and  5,967  percent,  respectively.  Thus,  by  driving  cargo  to  other  less 
environmentally  friendly  modes  of  transportation,  this  tax  poses  significant 
environmental  risks  for  all  Americans,  not  just  those  concerned  with  commercial 
navigation  on  the  inland  waterways. 

Fifth,  as  a  final  point,  we  are  extremely  concerned  about  how  such  a  heavy 
tax  will  affect  U.S.  cost  competitiveness  with  our  major  competitors.  The  attached 
table  reports  data  from  a  recent  Purdue  University  study  that  indicates  the  U.S.  has 
four  major  competitors  in  corn  production  whose  average  cost  of  production  is  $3 
per  ton  less  than  U.S.  However,  the  high  level  of  efficiency  in  the  U.S.  marketing 
system  gives  the  U.S.  farmer  a  $9  per  ton  advantage  in  delivering  corn  to  world 
customers.  Looking  at  total  delivered  cost,  the  U.S.  farmer  has  a  slight  advantage 
of  $6  per  ton  over  major  competitors.  This  heavy  taxation  of  waterways,  would 
effectively  add  about  $3  per  ton  to  the  delivered  price.  Thus,  with  this  one  action, 
the  U.S.  government  would  be  eroding  50  percent  of  our  competitive  advantage 
that  we  currently  have  in  the  production  and  delivery  of  corn  to  world  markets. 
Most  experts  agree  that  the  U.S.  has  its  greatest  comparative  advantage  in  the 
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production  and  marketing  of  corn,  with  even  stiffer  world  competition  in  the 
production  and  delivery  of  soybeans  and  other  grains,  so  the  percentage  loss  in  our 
competitive  position  for  other  sectors  would  be  even  greater.  If  agriculture  is  to 
be  given  a  legitimate  opportunity  to  grow  and  expand  its  share  of  world  markets, 
we  must  protect  our  natural  competitive  advantages  and  efficiencies  in  the 
transportation  infrastructure. 

However,  the  grain  and  feed  industry  also  recognizes  the  need  for  all 
Americans  to  share  in  the  process  of  reducing  the  federal  deficit.  To  that  end  we 
would  like  to  make  the  following  suggestions  in  order  to  reduce  spending  and/or 
increase  revenues  from  the  inland  waterway  sector: 

First,  the  Congress  should  look  to  implement  a  meaningful  reorganization 
of  the  Corps  of  Engineers  structure.  The  Corps  itself  has  already  put  forth  a  plan 
to  reorganize  which  would  lower  its  overhead  by  an  estimated  $115  million  per 
year.  Although  this  plan  has  been  put  on  hold  pending  further  review,  we  believe 
that  even  further  savings  could  be  found  by  efficient  reorganization  of  the  Corps 
of  Engineers  manpower  and  resources. 


Second,  along  with  any  reduction  in  the  overhead  of  the  Corps  of  Engineers, 
the  Congress  must  look  to  reduce  Corps  of  Engineers  spending  on  navigation 
operation  and  inaintenance.  Through  careful  review  of  projects  and  procedures, 
it  would  be  possible  to  reduce  the  Corps  operation  and  maintenance  spending  by 
$35  -  40  million  per  year. 

Third,  spreading  the  tax  burden  of  operating  and  maintaining  the  inland 
waterways  to  other  beneficiaries  of  the  system  would  bring  in  additional  revenue. 
It  would  seem  more  than  equitable  that  users  of  the  inland  waterways  other  than 
the  commercial  towing  industry  should  also  contribute  to  the  maintenance  and 
operation  of  a  system  which  provides  many  recreational,  hydropower  and  water 
supply  programs.  Such  revenue  increases,  while  small  individually,  could  easily 
total  to  $50  million  per  year. 

Thus,  by  focusing  on  the  three  areas  outlined  above  the  Congress  could 
easily  meet  the  $200  million  a  year  goal  contained  in  "A  Vision  of  Change  for 
America"  without  completely  crippling  the  agricultural  sector  of  our  economy 
which  is  so  vital  to  our  country's  balance  of  payments  and  continued  economic 
growth. 
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FEDERAL  GRAIN  INSPECTION  SHRVICE  FEES 

The  NGFA  is  also  extremely  concerned  about  the  President's  proposal  for 
new  user  fees  to  finance  the  operation  of  the  Federal  Grain  Inspection  Service. 
Specifically,  the  proposal  -  identical  to  the  one  proposed  previously  by  Presidents 
Reagan  and  Bush,  but  rejected  by  Congress  --  would  shift  approximately  $6.8 
million  per  year  in  standardization  costs  to  user  fees,  which  could  increase  FGIS 
user  fees  by  as  much  as  25  percent.  Currently,  industry  user  fees  already  pay  the 
entire  cost  of  official  inspection  and  weighing,  and  account  for  approximately  76 
percent  of  the  FGIS  budget.  The  use  of  the  official  system  is  mandatory  for 
export  shipments  and  is  also  offered  by  FGIS  designated  official  agencies  as  an 
option  at  interior  markets. 

Standardization  activities  involve  establishing  and  maintaining  the  official 
U.S.  grain  standards,  developing  and  implementing  standard  methods  and 
procedures  for  grading  and  weighing  grain,  maintaining  a  quality  control  program 
covering  all  aspects  of  inspection,  and  approving  equipment  used  for  official 
inspection  and  weighing.  In  addition  to  benefiting  all  participants  in  U.S. 
agriculture,  these  activities  guarantee  foreign  customers  that  the  U.S.  system  of 
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grain  grades  and  weights  is  reviewed  and  overseen  by  'an  independent  entity 
administered  and  funded  solely  by  the  U.S.  government. 

Domestic  utilization  of  official  FGIS  services  is  at  an  all  time  low.  The  use 
of  FGIS  services  is  declining  and  its  financial  resources  low  because  fees  are  not 
priced  competitively  with  other  domestic  grading  services  offering  comparable 
quality.  A  further  move  by  government  to  force  additional  costs  on  the  relatively 
smaller  number  of  remaining  users  of  FGIS  services  will  only  exacerbate  this 
problem  and  cause  additional  erosion  in  the  FGIS  customer  base. 

Furthermore,  the  proposal  to  have  standardization  paid  for  by  user  fees  is 
fundamentally  flawed.  There  are  many  "users"  of  the  official  standardization 
system,  including  farmers,  country  elevators,  termmal  elevators,  and  processors. 
Many  of  these  "users"  rely  on  the  unofficial  grades  which  are  nevertheless  based 
upon  official  grades  set  by  FGIS  m  its  standardization  activities.  All  of  these 
"users"  benefit  from  standardization  activities.  However,  we  believe  that  shifting 
the  cost  of  FGIS  standardization  activities  to  industry  paid  user  fees  will  cause  a 
further  erosion  of  companies  using  the  official  system  and  cause  even  more  of  the 
financial  burden  to  be  borne  by  a  small  segment  of  those  who  benefit.     This 
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spiraling  process  of  increased  fees  causes  a  reduction  in  the  FGIS  customer  base 
and  the  need  to  further  increase  future  fees.  The  end  result  will  be  a 
disproportionate  share  of  the  costs  of  FGIS  standardization  activities  being  borne 
by  exporters  who  are  required  by  law  to  use  the  official  system. 

HARBOR  MAINTENANCE  TRUST  FUND 

The  Clinton  Administration  has  proposed  increased  enforcement  of  harbor 
maintenance  fees,  which  consist  of  an  ad  valorem  tax  applied  to  the  value  of  cargo 
shipped  through  U.S.  harbors.  While  we  support  efforts  of  the  federal  government 
to  uniformly  enforce  the  harbor  maintenance  tax,  this  tax  is  a  particular  burden  on 
U.S.  grain  exports.  As  you  know,  the  harbor  maintenance  tax  was  more  than 
tripled  --  from  .04  percent  to  .125  percent  --  as  part  of  the  1990  budget  agreement. 
And,  of  course.  Congress  and  the  President  enacted  that  increase  without  holding 
a  single  hearing  on  the  impact  of  such  an  increase  on  America's  ports,  export 
competitiveness,  farm  income,  increased  federal  farm  program  expenditures  or 
U.S.  jobs. 

We  understand  that  efforts  are  being  made  to  authorize  use  of  harbor 


maintenance  fees  to  fund  the  activities  of  the  National  Oceanic  and  Atmospheric 
Administration.  We  strongly  oppose  expansion  of  the  uses  of  the  trust  fund 
monies.  The  existence  of  a  surplus  in  the  trust  fund  is  evidence  that  the  harbor 
maintenance  tax  can  be  rolled-back  from  present  levels  and  not  impair  the 
adequacy  of  the  trust  fund.  The  surplus  should  not  be  used  as  an  excuse  to  raid 
the  trust  fund. 

Thank  you  again.    I  would  be  glad  to  respond  to  any  questions. 
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Production  and  Marketing  Costs  for  Com:  U.S.  and  Major  Competitors* 

Average  Cost  of  Four  Average  Cost 

Major  Competitors**  U.S.A. 


$59  per  ton 


$25  per  ton 


Variable 

Production 

Cost 

$56 

per 

ton 

Average 

Marketing 

Cost 

$34 

per 

ton 

Total  Delivered 
Cost 

$90 

per 

ton 

$84  per  ton 


*Data  are  from  :  Indiana  Agriculture  2000:  A  Strategic  Perspective.  Purdue 
University, 

June  1992.    Data  are  based  upon  1986  estimates,  presumed  to  the  most  recent 
compararive    data  available  on  intemadonal  competitiveness. 

**Competitor  countries  include:    Argentina,  Brazil,  S.  Africa,  and  Thailand. 
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new  Orleans  steamship  association 

2240  WOHLO  TRADE  CENTER,  2  CANAL  STREET.  NEW  ORLEANS.  LOUISIANA  70130-1407 


TESTIMONY  OF  CHANNING  F.  HAYDEN,  JR. 

BEFORE  THE  SUBCOMMITTEE  ON  COAST  GUARD  AND  NAVIGATION 

AND  THE  SUBCOMMITTEE  ON  MERCHANT  MARINE  OF  THE 

HOUSE  COMMITTEE  ON  MERCHANT  MARINE  AND  FISHERIES 

MARCH  25,  1993 


Messrs.  Chairmen  and  Members  of  the  Subcommittees: 

My  name  is  Channing  Hayden.  I  am  Vice  President  of  the  New 
Orleans  Steamship  Association  (NOSSA) ,  which  represents  60  owners, 
operators,  agents  and  stevedores  on  the  Lower  Mississippi  River. 
I  am  also  President  of  the  National  Association  of  Maritime 
Organizations,  Inc.  (NAMO) ,  a  federation  of  thirteen  maritime 
associations  on  all  four  U.S.  coasts.  I  appear  today  on  behalf  of 
both  organizations,  as  they  both  share  the  same  concerns.  We 
applaud  your  continuing  effort  to  investigate  the  morass  of  taxes 
plaguing  the  maritime  industry.  You  have  assumed  a  very  important 
leadership  role  in  the  first-ever  compilation  of  maritime  user 
taxes.   We  commend  you  and  thank  you  for  a  job  well  done. 

Two  years  ago,  I  had  the  privilege  of  testifying  before  the 
Oversight  and  Investigations  Subcommittee  of  the  House  Merchant 
Marine  and  Fisheries  Committee  on  this  very  same  subject.  Much  of 
that  testimony  is  germane  to  this  hearing,  also.  Rather  than 
burden  the  record  by  repeating  it  today,  I  refer  your  attention  to 
it  and  ask  you  to  consider  it  when  you  deliberate  the  issues  before 
you. 

You  have  received  an  excellent,  comprehensive  report  from  the 
Government  Accounting  Office  (GAO)  as  a  result  of  your  efforts  and 
the  work  of  Representatives  Tauzin  and  Saxton.  Until  now,  there 
has  been  nothing  to  substantiate  the  magnitude  of  the  user  fees 
that  burden  the  maritime  industry  and  the  onus  they  place  on  U.S. 
products  in  world  markets.  But  as  important  as  the  GAO  study  is, 
it  must  be  viewed  as  the  solid  foundation  on  which  to  further  the 
process.  It  must  become  the  basis  for  an  economic  impact  study  of 
maritime  user  fees.  We  believe  such  a  study  will  prove  that 
maritime  user  fees  are  a  competitive  impediment  placed  on  U.S. 
exports;  that  user  fees  are  pricing  many  U.S.  products  out  of  many 
world  markets;  and,  that  user  fees  have  done  more  harm  to  the 
country  than  good.  The  GAO  study  confirms  the  estimates  of 
maritime  user  fees  contained  in  my  1991  testimony.  An  economic 
impact  study,  we  believe,  will  support  our  allegations  that  user 
fees  stifle  America's  ability  to  compete  in  the  burgeoning  world 
economy . 

The  economic  impact  study  we  suggest  should  have  two  separate 
parts.  First,  Congress  should  study  existing  user  fees  (excluding 
Customs'  duties)  to  determine  how  the  current  $2  billion  in  taxes 
has  affected  the  competitive  position  of  U.S.  products.  Next, 
Congress  should  study,  before  implementation,  the  economic  impact 
of  the  user  fees  proposed  by  the  Administration  and  those 
authorized  for  the  Coast  Guard  and  the  FMC. 
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The  FMC's  new  Automated  Tariff  Filing  and  Information  (ATFI) 
user  fee  is  a  particularly  odious  tax.  My  1991  testimony  came  at 
a  time  when  there  was  a  great  deal  of  opposition  to  the 
recreational  boaters'  user  fee,  the  so-called  Coast  Guard  decal. 
Members  of  the  House  and  Senate  were  arguing  vehemently  against  the 
decal  as  an  unfair  tax.  My  1991  testimony  applied  the 
Congressional  arguments  against  the  decal  to  all  maritime  user 
fees.  In  the  end,  the  decal  was  repealed.  But  the  lost  revenue 
was  made  up  through  the  FMC  by  new  user  fees  for  access  to  the  ATFI 
data.  In  effect.  Congress  shifted  the  burden  of  an  unfair  tax  from 
recreational  boaters  to  the  commercial  maritime  industry.  If  the 
tax  was  unfair  when  applied  to  recreational  boaters,  it  remains 
unfair,  no  matter  who  pays  it. 

The  saga  of  the  boaters'  decal  shows  a  flaw  in  the 
Congressional  budget  process.  It  is  contrary  to  good  management 
principles  for  each  committee  and  subcommittee  to  be  assigned  the 
task  of  raising  a  specified  amount  of  revenue.  Such  a  process  can 
only  result  in  the  situation  we  find  ourselves  in  now — a  morass  of 
taxes  that  are  not  thought  through,  not  studied  on  any  systematic 
basis,  and  have  the  potential  of  doing  more  harm  to  our  economy 
than  good. 

Congress,  and  your  subcommittees  particularly,  should 
carefully  study  both  aspects  of  the  Administration's  proposed 
maritime  user  fee  package.  The  Administration  has  proposed  to 
continue  the  tonnage  tax  and  harbor  maintenance  tax  rather  than 
phase  them  out  as  Congress  originally  intended.  The  study  we  have 
proposed  on  current  user  fees  should  identify  the  negative  economic 
effects  of  such  a  plan. 

In  addition,  the  Administration  has  recommended  increasing  the 
Inland  Waterway  Fuel  Tax  by  $1.00  per  gallon.  Estimates  are  that 
this  increase  would  add  as  much  as  an  additional  $4.20  per  ton  in 
new  taxes  on  U.S.  grain  exports  moving  through  Gulf  ports.  This 
equates  to  roughly  iCj^  a  bushel  on  corn,  a  commodity  where,  like 
all  grain  products,  differences  of  '/«#  or  ht  per  bushel  can  shift 
the  sale  from  American  to  foreign  grain.  The  proposed  Inland 
Waterways  Fuel  Tax  increase  will  have  a  disastrous  effect  on  U.S. 
grain  exports. 

There  are  estimates  that  equate  this  dollar  per  gallon  tax 
increase  to  as  much  as  $4.41  per  ton  of  new  taxes  on  U.S.  coal 
exports  moving  through  Gulf  ports.  This  will  place  a  tremendous 
burden  on  a  commodity  whose  export  growth  over  the  past  ten  years 
has  been  a  glowing  success;  a  product  that  represents  new  U.S. 
overseas  sales;,  an  export  that  has  had  a  beneficial  impact  on  our 
balance  of  trade. 

Though  cloaked  in  the  guise  of  a  user  fee,  the  increase  in  the 
Inland  Waterways  Fuel  Tax  is  no  more  than  a  tax  on  farmers,  a  tax 
on  coal  miners,  a  tax  on  every  worker  in  the  United  States  whose 
job  depends  on  exporting  U.S.  products  to  world  markets  via  our 
river  system.  It  is  imperative  that  the  effects  of  the  proposed 
tax  be  thoroughly  and  comprehensively  examined  before  it  is 
included  in  the  federal  budget! 

Considering  all  of  the  above,  we  make  the  following 
recommendations.  First,  Congress  must  study,  on  a  macroeconomic 
level,  the  impact  of  current  maritime  user  fees,  including,  but  not 
limited  to: 

•  The  overall  economic  impact  of  these  taxes  on 
the  competitive  position  of  U.S.  exports  on 
world  markets. 

•  The  overall  effects  these  taxes  have  on 
federal  revenues.  We  suspect  that  raising 
federal  revenue  through  maritime  user  taxes 
causes  an  equal  or  greater  loss  of  revenue  in 

-  2  - 


97 


other  areas  and/or  an  offsetting,  or  greater, 
increase  in  federal  expenditures  in  other- 
programs.  For  example,  a  $1.00  increase  in 
the  inland  waterways  fuel  tax  may  cause  a 
reduction  in  income  tax  receipts  and/or  a  drop 
in  grain  exports,  causing  an  increase  in  farm 
subsidies. 

Though  it  is  currently  not  in  vogue  to  talk 
about  trickle-down  economics,  we  believe  that 
the  user  fee  study  should  include  the  negative 
trickle-down,  or  multiplier,  effect  of  these 
taxes.  By  way  of  example,  I  have  attached  a 
recent  article  from  the  Wall  Street  Journal  on 
the  ripple  effect  of  closing  the  Sears  Catalog 
Division.  Any  economic  study  of  maritime  user 
fees  must  include  the  negative  ripple  effect 
these  taxes  have  throughout  the  economy  so 
that  the  net  consequences  of  the  tax  can  be 
evaluated. 

The  study  should  measure  the  net  positive 
impacts  a  reduction  or  elimination  of  these 
maritime  taxes  may  have  on  the  economy. 
Again,  this  should  be  at  the  macroeconomic 
level  and  consider  positive  ripple  effects, 
including  such  consequences  as  a  beneficial 
influence  on  the  U.S.  balance  of  payments. 

The  study  we  are  recommending  would  expand  on 
the  Maritime  Administration's  (Marad)  recent 
analysis  of  the  port  industry.  Marad  found 
that  in  1991,  port  industry  operations  were 
responsible  directly  and  indirectly  for: 

■  1,517,643  jobs; 

■  $51.8   billion   in   total   personal 
income; 

■  $22.4  billion  in  business  income; 

■  $130   billion   in   business   sales 
revenue ; 

■  $70  billion  in  total  contribution  to 
gross  domestic  product; 

■  $14  billion  in  federal  tax  revenues; 
and 

■  $5.3  billion  in  state  and  local 
taxes. 

Marad 's  analysis  focused  on  economic  activity 
needed  for  the  movement  of  waterborne 
commerce;  for  example,  vessel  services,  trade 
services,  cargo  handling  and  storage,  and 
inland  transportation  and  handling.  As  such 
the  scope  of  the  study  did  not  include  the 
farmers  who  grew  exported  grain,  the  miners 
who  dug  exported  coal,  or  the  workers  who 
assembled  the  tractors  that  were  sold 
overseas— all  of  whom  benefitted  from 
exporting  the  products  of  their  labor.  This 
comment,  however,  should,  in  no  way  be 
considered  a  criticism  of  Marad -s  excellent 
work.  On  the  contrary.  Marad's  analysis 
coming  as  it  does  at  the  same  time  as  the  GAO 
study,  reinforces  the  clear  and  substantial 
need  for  a  comprehensive  economic  impact  study 
of  U.S.  foreign  trade  and  the  net  positive 
benefits  that  will  be  produced  by  controlling 
or  reducing  the  user  tax  burden  on  this  vital 
segment  of  the  American  economy. 


Next,  we  recommend  that  Congress  require  the  same  kind  of 
detailed  economic  analysis  for  new  maritime  user  fees  as  we  have 
proposed  for  current  fees,  both  non-implemented,  currently 
authorized  fees  and  new  fees  before  Congress  enacts  them.  When 
several  new  fees  are  under  consideration,  both  the  individual 
effects  and  cumulative  effects  of  the  proposed  taxes  should  be 
specifically  examined.  Only  then  will  Congress  have  valid  data  and 
a  rational  system  for  making  such  important  decisions. 

Finally,  we  recommend  that  Congress  extend  the  GAO  study  to 
include  state  and  local  maritime  user  fees.  These  taxes,  too,  have 
a  negative  impact  on  the  competitive  position  of  U.S.  products  on 
world  markets,  yet  we  cannot  even  guess  their  magnitude.  We 
suggest  this  GAO  study  as  a  prelude  to  another  economic  impact 
study  that  will  integrate  the  total  effects  of  all  maritime  user 
fees — federal,  state  and  local — on  the  U.S.  economy.  As  we  expect 
state  and  local  maritime  taxes  to  have  the  same  negative  economic 
impact  as  federal  user  taxes  do,  we'll  be  back!  Next  time  we  will 
urge  Congress  to  curb  or  reverse  the  growth  of  state  and  local 
maritime  user  taxes. 

Thank  you  for  allowing  me  to  appear  before  you  today.  I  will 
try  to  answer  any  questions  you  might  have. 
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Trickle- Down  Pain 

I  Demise  of  the  Catalog 
Hurts  Small  Businesses 
That  Counted  on  Sears 

In  California,  a  Feed  Store 
Takes  a  Hit;  in  Chicago, 
A  Printing  Plant  Closes 

Implications  for  the  Recovery 


By  Judith  Valente  and  Christina  Duff 

stuff  Reponerj  of  The  Wall  Street  Journal 

You  wouldn't  think  the  demise  of  the 
Sears  catalog  would  concern  Selene 
Wacker.  a  recent  graduate  of  the  Art  Insti- 
tute of  Chicago  and  fledgling  interior  deco- 
rator. It  does. 

Ms.  Wacker,  25  years  old.  worked  tor 
Nugent  Wenckus  Inc.,  a  small  studio  in  Des 
Plaines,  111.,  that  photographed  home  fur- 
nishings for  the  Sears,  Roebuck  &  Co. 
catalog.  She  helped  arrange  sets  to  look 
like  living  rooms,  bathrooms  and  bed- 
rooms. The  Sears  work  amounted  to  20%  of 
the  studio's  annual  revenue,  some  S400.- 
000.  A  week  after  losing  that  account,  the 
firm  laid  off  Ms.  Wacker,  another  decora- 
tor and  two  photographers  -  10%  of  its 
work  force. 

That  started  a  chain  reaction.  Kenni- 
cott  Brothers,  a  family-owned  flower 
wholesalfr  in  Chicago,  lost  $8,000  in  busi- 
ness. That  is  what  Nugent  Wenckus  paid 
most  years  for  fresh-cut  flowers  to  dress  up 
catalog  photographs. 

Hoos  Drug  &  Photo  Center  in  Evanston. 
III.,  won't  get  the  $10,000  that  Nugent 
Wenkus  usually  spent  there  each  year  on 
film  for  Sears  pictures.  And  Des  Plaines 
Lumber,  which  supplied  Nugent  Wenckus 
carpenters  with  wood  to  build  sets,  is 
losing  its  $25.000-a-year  account. 
Hidden  Victims 

When  giants  like  Sears.  General  Motors 
Corp.  or  Boeing  Co.  slash  jobs,  the  move 
often  sets  off  ripples  that  touch  countless 
other  businesses  and  their  employees. 
Sears,  lor  example,  is  laying  off  50.000 
employees  and  closing  its  catalog  business 
and  113  retail  stores  by  year's  end.  but  the 
Job  toll  will  be  much  higher  because  of  the 
many  businesses  that  worked  on  the  cata- 
log. Others  with  only  tangential  ties  to 
the  operation  will  be  affected  as  well. 
They  are  the  hidden  victims  of  corporate 
compression. 

"If  I  don't  find  something  else  soon,  this 
is  going  to  be  a  disaster."  says  Ms. 
Wacker.  who  worked  at  Nugent  Wenckus 
only  five  months  and  is  eligible  for  just  $50 
in  weekly  unemployment  benefits. 

This  trickle-down  effect  has  implica- 
tions for  the  recovery.  Corporations  that 
are  scaling  back  may  well  be  healthier  in 
the  long  run,  but  their  layoffs,  as  well  as 
chain-reaction  job  losses,  have  an  immedi- 
ate effect  on  incomes  that  tends  to  impede 
growth.  "You  have  a  situation  where  X 
number  of  people  are  drawing  unemploy- 
ment checks,  instead  of  salaries.  This  is  a 
problem.  This  keeps  the  economy  from 
growing  as  fast  as  it  could,  "  says  Kenneth 
Goldstein  of  the  Conference  Board,  a  busi- 
ness research  group  in  New  York. 

'MuldpUeTEffecf 

Although  there  is  no  sure  way  to 
tell  how  many  additional  businesses  are 
likely  to  suffer  in  the  wake  of  corporate 
cutbacks,  "there's  no  doubt  there  is  a 
multiplier  effect."  says  Paul  Flaim.  a 
Labor  Department  official. 


Certainly,  not  all  the  I 
worked  for  Sears  will  have  to  let  employees 
go,  but  the  loss  of  revenue  still  hurts.  "We 
don't  like  to  lose  any  customer."  says 
owner  Harrison  Kennicott.  the  flower 
wholesaler.  At  Des  Plaines  Lumber.  "$25.- 
000  is  still  $25,000."  remarks  Thomas 
Scheck.  president. 

Sun  Lee  wasn't  so  lucky.  Mr.  Lee 
came  to  the  U.S.  from  Hong  Kong  20  years 
ago.  hoping  to  open  his  own  studio.  He 
found  a  niche  photographing  color  clothing 
swatches  for  the  catalog.  Eight  years  ago. 
he  and  a  partner  opened  L&N  Studios  in 
Chicago.  Sears  provided  85%  of  the  busi- 
ness, about  $200,000  in  annual  revenue. 
With  little  hope  of  replacing  the  Sears 
business.  Mr.  Lee  says  L&N  probably  will 
close. 

Now   he  worries   about   paying   the 

14  years  left  on  his  mortgage  and  putting 
his  three  children  through  college.  He 
hasn't  told  his  son  yet  that  he  can't  visit 
Disney  World  this  year.  "Maybe  111  be 
able  to  send  him  on  a  school  trip  to 
Washington."  Mr.  Lee  says. 

Small  businesses  such  as  Mr.  Lee's  gen- 
erated a  vast  pool  of  new  jobs  in  the  1980s, 
and  a  similar  job  creation  is  considered 
essential  now.  But  these  days,  small  com- 
panies aren't  creating  jobs  as  fast  as 
corporations  are  erasing  them.  "We're  not 
planting  flowers  quite  as  quickly  as  we're 
pulhng  out  weeds."  says  Diane  Swonk,  an 
economist  at  First  Chicago  Corp. 
Tlie  Human  Cost 

Harder  to  gauge  is  the  human  cost.  This 

15  particulariy  true  in  the  Sears  case: 
Many  of  the  outside  workers  who  helped 
produce  the  catalog  have  specialized  skills 
that  won't  transfer  easily  to  other  indus- 
tries. 

That  was  the  case  for  the  printers 
at  R.R.  Donnelley  &  Sons  Co.  in  Chicago. 
Two  days  after  Sears's  announcement,  the 
large  printing  concern  decided  to  close  the 
Chicago  plant  that  worked  primarily  on 
Sears  catalogs.  Lost:  800  jobs. 

Many  of  the  printers  had  never  worked 
elsewhere.  At  Buster's  Bar  and  Grill,  the 
cozy  diner  where  plant  workers  gathered 
after  the  announcement.  Donald  Hohmann 
told  of  starting  at  the  plant  -  Donnelley's 
oldest  and  a  Chicago  landmark  -  right  out 
of  high  school.  Mr.  Hohmann.  now  33.  met 
lis  wife,  a  secretary,  at  the  plant.  Their 
first  date  was  a  company  Christmas 
party. 

The  Hohmanns.  who  have  two  young 
sons,  will  lose  a  combined  income  of 
SSO.OOO.  Mr.  Hohmann  might  be  able  to 
transfer  to  another  Donnelley  plant,  but 
says  he  is  likely  to  earn  $3  to  $5  less  an  hour 
in  such  a  move.  "We've  got  to  sort  out  what 
we're  going  to  do  with  ourselves."  Mr. 
Hohmann  says. 

In  Los  Angeles,  model  Kelly  Anderson 
says  she  lost  70%  of  her  yeariy  income  (she 
declines  to  specify  the  amount)  with  the 
end  of  her  work  for  the  catalog.  Her 
stylist,  Claire  Rich,  who  makes  about  $450 
a  day,  is  out  of  a  job.  In  New  York. 
Commercial  Graphics  Inc.,  the  production 
company  that  photographed  Ms.  Anderson 
wearing  young  women's  apparel  for  the 
catalog,  figures  it  will  lose  $1  million  a  year 
in  income. 
Lasses  in  Baton  Rouge 

That  is  bad  news,  too.  for  the  small 
photo  processor  that  stood  to  earn  $16,000 
for  handling  the  800  rolls  of  film  Commer- 
cial Graphics  planned  to  use  on  its  next 
photo  shoot  for  Sears.  And  worse  news  for 
the  city  of  Baton  Rouge,  where  hotels, 
restaurants  and  four  plantations  lost  about 
$200.000-the  money  Commercial  Graphics 
planned  to  spend  in  the  Louisiana  capital  if 
the  shoot  hadn't  been  canceled.  "I'm  dis- 
appointed for  our  city  and  our  economy." 
says  Henri  Fourrier.  of  the  Baton  Rouge 
Convention  and  Visitors  Bureau. 

And  those  are  people  who  can  relate 
their  losses  directly  to  the  Sears  decision. 
On  the  opposite  end  of  the  country.  Hal 
.Martin,  owner  of  an  animal-feed  store 
in  Sutter  Creek.  Calif.,  population  2.202.  is 
womed  about  his  bottom  line. 


Mr.  Martin's  store,  the  Feed  Barn.  is. 
his  ads  point  out.  "Right  Behind  Sears  " 
He  says  at  least  one  in  five  of  his  customers 
comes  by  after  ordering  tools  and  other 
supplies  at  Sears's  catalog  store.  Spillover 
business  adds  about  $200,000  to  the  Feed 
Barn's  annual  sales,   Mr.   Martin  esti- 

"This  is  going  to  have  a  big  impact 
on  me. "  he  laments. 

Other  Sutter  Creek  shop  owners  fear 
the  catalog  store's  closing  will  turn  the 
area  into  a  ghost  town.  "People  don't  shop 
in  a  depressed  area."  says  Shirley  Scott, 
who  owns  a  flower  shop  next  to  the  Sears. 
Ms.  Scott  says  residents  of  a  nearby  senior 
citizens'  apartment  complex  are  most 
likely  to  suffer.  Most  of  them  don't  drive 
anymore,  and  there  isn't  bus  service  to 
Sacramento  40  miles  away,  the  nearest 
city  with  major  retail  stores.  "It's  terrible 
if  you  can't  buy  a  sheet  or  a  towel  in  your 
own  town,"  Ms.  Scott  says. 
Little  Town  Blues 

Anxiety  hangs  over  dozens  of  other 
towns  where  Sears  stores  provided  an 
anchor  for  local  businesses.  In  Green- 
field. Mass.,  population  19.000.  Sears  has 
stood  on  Main  Street  tor  64  years,  in  one  of 
the  few  traditional  downtowns  left  in 
New  England,  with  courthouse  and  town 
square.  Norman  Thidemann,  town  man- 
ager, fears  the  Sears  closing  will  stymie 
future  commercial  development.  The  town 
lost  Its  J.C.  Penney  store  a  year  ago.  Mr. 
Thidemann  frets  that  townsfolk  will  aban- 
don downtown  stores  altogether  for  the 
Wal-Mart  under  construction  just  inside 
the  City  limits. 

Some  of  the  bigger  companies  that  did 
significant  business  with  Sears  are  scaling 
back  their  growth  plans.  Alternate  Postal 
Delivery  Inc.  in  Grand  Rapids.  Mich., 
distributed  as  many  as  160,000  Sears  "Big 
Book"  catalogs  each  year  in  13  Midwest 
markets.  The  firm  had  just  signed  a  con- 
tract to  add  SIX  more  markets,  doubling  the 
number  of  Sears  catalogs  it  delivers.  Sears 
was  Alternate  Postal's  second-largest  cat- 
alog customer.  The  move  "halts  a  pretty 
substantial  growth  plan  for  us."  an  Alter- 
nate Postal  executive  says. 

The  U.S.  Postal  Service  itself  figures  it 
will  lose  $90  million  to  $100  million  in  yearly 
postage  revenue  from  the  mailing  of  Sears 
catalogs. 
Store  Owners  Hit 

Perhaps  most  directly  affected  are  the 
people  across  the  nation  who  bought  the 
catalog  stores  a  few  years  back,  when 
Sears  sold  them  off  and  agreed  to  supply 
the  catalogs.  People  like  Joyce  and  Robert 
Caudle,  who  bought  the  store  in  Fairfield. 
III.,  four  years  ago." 

Mr.  Caudle,  55,  has  worked  as  a 
Sears  salesman  since  he  left  the  Air 
Force  in  1963.  Finding  a  new  job  at 
this  stage  of  life  in  a  corn-growing  town  of 
6.000.  he  says,  won't  be  easy.  "When  you 
give  all  your  time  to  one  company,  you 
don't  have  time  to  develop  other  skills." 
says  his  wife.  Joyce,  who  also  worked  in 
the  store. 

The  Caudles  say  they  might  have 
to  dip  into  emergency  savings  to  pay 
their  home  mortgage.  They  are  rethinking 
plans  for  their  17-year-old  daughter's  edu- 
cation. Diane,  a  straight-A  student,  wants 
to  attend  a  large  university.  Her  mother 
told  her  she  may  have  to  settle  for  a 
smaller,  less  expensive  commuter  col- 
lege. 

"We  thought  this  store  would  be  our 
investment  and  our  life  until  we  retired." 
Mrs.  Caudle  says.  ""Now  it's  scary  to  face 
the  future." 
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I  wish  to  extend  a  sincere  "Thank  you"  to  the  distinguished 
Chairmen  and  members  of  the  two  Subcommittees  for  the  opportunity 
to  testify  before  you  today.  I've  been  asked  here  to  discuss  the 
distinctive  characteristics  of  the  Great  Lakes  ports,  the  impact  of 
Federally-mandated  user  fees,  how  they  relate  to  maritime  commerce 
of  the  Great  Lakes  and  the  availability  of  alternative  modes  of 
transportation.  My  views  are  based  on  my  personal  responsibilities 
as  Executive  Director  of  the  Illinois  International  Port  District, 
the  Port  of  Chicago. 

The  Illinois  International  Port  District  has  responsibility 
for  the  public  maritime  facilities  and  the  navigable  waterways 
within  the  corporate  city  limits  of,  the  City  of  Chicago.  We  are 
a  totally  self-sufficient  corporate  entity;  by  that  I  mean,  we 
receive  no  tax  dollars  of  any  type  to  maintain  our  operations. 

Therefore,  I  believe,  I  can  also  speak  for  much  of  the  private 
sector  maritime  interests  within  the  area  designated  by  the  Army 
Corps  of  Engineers  as  the  "Port  of  Chicago".  This  includes  all 
commercial  maritime  shipping  related  to  major  industries  in 
Chicago,  Cook  County,  northern  Illinois  and  even  the  steel  mills  of 
northwest  Indiana  as  well.  Much  of  what  I  am  saying  indeed 
reflects  the  views  and  concerns  of  maritime  interests  from  all 
eight  states  encompassing  the  American  Great  Lakes. 

A  distinctive  characteristic  of  the  American  Great  Lakes  ports 
is  our  proximity  to  Canada.  We  compete  directly  with  nearby  ports 
of  another  country.  A  ship  can  dock  at  Detroit  or  across  the  river 
at  Windsor.  Grain  can  be  exported  through  Duluth  or  Thunder  Bay. 
The  same  cargo  can  start  its  maritime  journey  at  Chicago  or  at 
Montreal. 

So  for  us  in  the  Great  Lakes,  U.S.  costs  imposed  on  waterborne 
carriage  can  lead  not  only  to  the  loss  of  traffic  to  competing  land 
modes  and  coastal  ports  in  the  U.S.,  but  also  to  diversion  of 
shipments  through  Canada.  The  most  recent  Maritime  Administration 
study  relating  to  this  matter  available  to  us,  reports  that  in 
1989,  more  than  $11  billion  of  U.S.  international  trade  moved 
through  Canada. 

Let  me  say  that  the  Saint  Lawrence  Seaway  has  never  achieved 
the  promise  predicted  for  it,  or  anticipated  when  it  was  planned 
and  built  in  the  1950's.  Containerization  held  great  promise  as 
these  shipping  containers  came  into  first  limited,  and  then  later, 
general  use.  Larger  ships  were  built  to  take  advantage  of  this 
shipping  innovation.  Unfortunately,  this  new  breed  of  ships  were 
too  large  to  pass  through  the  Seaway  locks  and  we  lost  virtually 
all  container  traffic  to  coastal  ports. 

The  Staggers  Act  provided  another  serious  blow.  Deregulation 
of  trucking  and  the  railroads  catapulted  them  into  the  container 
transport  business.  Double-stacked  unit  trains  have  eliminated 
almost  all  but  bulk  cargo  to  the  Great  Lakes  ports. 

Additionally,  the  consolidation  of  eastern  railroads  into  the 
Conrail  system  strengthened  the  railroads'  position  even  more.  The 
Commerce  Commission  permitted  the  abandonment  of  lines  of  lesser 
profit,  in  effect,  creating  a  single,  east/west  trunk  line  service. 

The  Commerce  Commission  also  allowed  the  purchase  of  the 
Milwaukee  Road  (the  Chicago  Milwaukee  St.  Paul  and  Pacific 
Railroad)  by  the  Soo  Line  which  is,  in  turn,  owned  by  the  Canadian 
Pacific  Railroad.  Today,  grain  from  Danville,  Illinois,  150  miles 
south  of  Chicago,  passes  by  the  Chicago  port  over  this  Canadian- 
owned,  multi-line  service  en  route  to  Montreal  where  it  is  loaded 
for  shipment  to  international  overseas  ports.  All  this  has 
contributed  to  the  present  state  of  Great  Lakes  shipping. 
Increased  levies  such  as  the  Harbor  Maintenance  Tax  can  only  make 
matters  worse  and  further  reduce  the  competitiveness  of  Great  Lakes 
ports. 
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Having  said  that,  let  me  state  that  Chicago  is  a  unique  city 
in  that  it  is  a  major  marine  terminus  served  by  the  St.  Lawrence 
Seaway.  Yet,  it  also  provides  year  round  port  service  directly 
from  the  Great  Lakes  to  the  Gulf  of  Mexico  vis-a-vis  the  Illinois 
and  Mississippi  waterways.  Our  river  service  also  faces  direct 
competition  from  trucks  and  railroads.  In  this  multi-transport 
role  we  share  the  concerns  of  the  Seaway  ocean  vessel  shippers 
"Salties",  our  fellow  "Lakers",  and  the  barge  interests  of  the 
Inland  Waterways. 

Prior  representatives  have  graphically  depicted  the  effect  of 
the  proposed  inland  waterways  fuel  tax,  an  increase  in  the  vessel 
tonnage  tax,  Customs  user  fees.  Coast  Guard  user  fees,  the  work  tax 
on  Merchant  Mariners,  Seaway  tolls,  multi- jurisdictional  pilotage 
concerns,  and  finally  the  Harbor  Maintenance  Tax  as  they  relate  to 
their  individual  industries.  The  Subcommittees  are  to  be  commended 
for  their  sponsorship  of  the  ground-breaking  GAO  study  which  has 
now  identified  117  such  assessments  on  maritime  trade  currently  in 
place. 

On  the  proposed  $1  a  gallon  Fuel  Tax  increase,  I  do  not  wish 
to  repeat  what  has  previously  been  presented  so  well.  Suffice  it 
to  say  that  the  burden  of  increased  fuel  cost  and  operational  costs 
on  the  inland  river  system  cannot  be  contained  or  borne  by  operator 
concessions  any  longer.  The  proposed  526%  increase  in  the  fuel  tax 
clearly  will  result  in  significant  loss  of  traffic  and  service  on 
the  Inland  Waterways  System.  We  believe  that  further  study  of  the 
effect  of  this  fuel  tax  is  warranted  before  any  further  increase  is 
considered. 

In  the  case  of  the  Harbor  Maintenance  Tax,  I  want  to  emphasize 
that  I  am  speaking  for  the  entire  American  Great  Lakes  Ports 
Association  membership.  In  addition  to  Chicago,  our  association 
includes  the  ports  of  Burns  Harbor,  Indiana;  Cleveland,  Ohio; 
Detroit,  Michigan;  Duluth,  Minnesota;  Erie,  Pennsylvania;  Green 
Bay,  Wisconsin;  Lorain,  Ohio;  Milwaukee,  Wisconsin;  Monroe, 
Michigan;  Ogdensburg,  New  York;  Oswego,  New  York;  Superior, 
Wisconsin;  and  Toledo,  Ohio. 

We  in  the  Great  Lakes  community  are  greatly  disappointed  with 
the  large  and  unwarranted  increase  in  this  burdensome  tax  imposed 
in  1991.  After  years  of  full  Federal  financing  of  deepwater  harbor 
maintenance,  because  of  the  general  benefit  to  the  U.S.  economy  and 
its  people,  a  Harbor  Maintenance  Tax  of  .04%  ad  valorem  was  imposed 
in  1986  to  cover  40%  of  the  Army  Corps'  spending  for  this  activity. 
This  was  done  with  the  understanding  that  the  tax  rate  would  not  be 
raised  further  because,  as  stated  by  the  Senate  Finance  Committee 
at  that  time,  higher  rates  would  "disadvantage  the  competitiveness 
of  American  products  and  commodities  in  the  international 
marketplace,  and  likely  result  in  economic  disruption  of  port 
industries" . 

This  is  1993  and  the  tax  that  we  were  told  was  "necessary"  but 
would  "never  be  increased  above  .04%"  is  currently  .125%  ad 
valorem.  Members  of  this  Committee,  the  foresight  of  the  Members 
of  the  99th  Congress  was  acutely  accurate  when  they  predicted  any 
raise  above  the  .04%  Harbor  Maintenance  Tax  would  damage  the  U.S. 
maritime  industry.  This  increase  was  yet  another  added  factor  in 
stunting  the  growth  and  global  competitiveness  of  Great  Lakes 
ports . 

You  have  already  been  given  specific  examples  of  how  this 
excessive  tax  can  and  will  hurt  U.S.  Great  Lakes  maritime 
competitiveness.  I  truly  believe  the  many  maritime  taxes,  fees, 
etc.  ,  at  their  inception,  were  well-intentioned,  aimed  at  a 
specific  purpose,  but  cumulatively  they  have  grown  into  a  heavy 
burden.  They  can,  over  time,  collectively  become  the  straw  that 
breaks  the  camel's  back.  We  strongly  support  previous  testimony  on 
this  point,  specifically  that  the  Harbor  Maintenance  Tax  should  be 
rolled  back  to  .04%. 
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Beyond  the  proposed  fuel  tax  and  the  Harbor  Maintenance  Tax, 
there  are  several  other  depressants  that  have  markedly  reduced  the 
competitiveness  of  Great  Lakes  ports.  To  protect  American  jobs  and 
produce  employment,  in  1904,  legislation  was  sponsored  that  decreed 
all  U.S.  Military  cargo  to  be  carried  exclusively  aboard  U.S.  flag 
vessels.  To  foster  the  American  Merchant  Marine,  the  Merchant 
Marine  Act  of  1936,  was  enacted.  The  Cargo  Preference  act  of  1954, 
required  that  at  least  half  of  all  Government-generated  cargo 
subject  to  the  law,  be  transported  on  privately  owned  U.S.  flag 
commercial  vessels,  when  they  are  available  at  fair  and  reasonable 
rates. 

The  legislation  of  1904  was  89  years  ago,  55  years  prior  to 
the  opening  of  the  St.  Lawrence  Seaway  System.  Great  Lakes  ports, 
including  my  Port  of  Chicago,  had  no  real  stake  in  international 
shipping  at  that  time.  We  had  no  link  to  the  oceans  of  the  world. 
Today,  we  have.  And,  if  the  restrictions  themselves  were  not 
damaging  enough,  ocean-going  U.S.  flag  ships  ceased  serving  the 
Great  Lakes  four  years  ago.  There  is  no  ocean  going  U.S.  flag 
service  on  the  Great  Lakes. 

We  see  cargo  preference  as  a  discriminatory,  exclusionary 
policy.  It  denies  cargo  opportunities  to  us  because  it  mandates  a 
service  that  we  in  the  Lakes  cannot  provide  and  over  which  we  have 
no  control. 

When  a  maritime  reform  bill  is  offered,  we  would  ask  that 
there  be  consideration  of  an  amendment  that  would  exempt  the  Great 
Lakes  ports  from  cargo  preference  requirements.  Alternatively,  if 
U.S.  shipping  companies  receive  government  subsidies,  ocean-going 
U.S.  flag  ships  should  be  mandated  to  provide  regular  service  to 
Great  Lakes  ports. 

I  would  like  briefly  to  address  other  issues  which  will  have 
a  negative  influence  on  Great  Lakes  international  shipping,  and 
further  contribute  to  cargo  diversion.  Foremost  is  the 
Shipbuilding  Reform  Act  introduced  in  the  last  session  by 
Congressman  Gibbons.  It  required  that  ships  built  or  repaired  in 
government-subsidized  foreign  shipyards  be  required  to  pay  the 
amount  of  the  subsidy  before  entering  a  U.S.  port.  This  would  be 
disruptive  enough  for  those  U.S.  coastal  ports  which  have  no  nearby 
competing  port. 

For  ports  of  the  Northern  tier  states,  especially  those  of  the 
Great  Lakes,  the  penalty  would  be  especially  severe.  A  ship 
destined  for  Lake  Erie  can  go  to  Toronto  and  escape  the  levy.  A 
ship  bound  for  Detroit  or  Toledo  can  go  to  Windsor.  And  a  ship 
with  cargo  for  Chicago,  Burns  Harbor,  Milwaukee  or  Duluth  could 
escape  payment  by  discharging  its  cargo  in  any  Canadian  port  from 
Montreal  to  Thunder  Bay.  The  Port  of  Vancouver  offers  a  tax-free 
alternative  to  Seattle-Tacoma.  In  the  Great  Lakes  and  Pacific 
Northwest,  unfortunately,  Canadian  ports  are  an  easy  alternative, 
one  that  will  cost  cargo  and  jobs. 

A  further  example  is  the  International  Trade  Commissions' 
well-intentioned  but  damaging  restrictive  tariffs  on  imported 
steel  products.  Last  year,  stevedores  in  our  facilities  handled 
486,4  32  tons  of  imported  steel.  The  entire  Port  of  Chicago  handled 
in  excess  of  one  million  tons.  One  of  our  area's  leading  ship's 
agents  estimates  we  could  lose  as  much  as  75%  of  this  cargo  if  the 
heavy  tariff  penalties  that  have  been  proposed  are  allowed  to 
stand. 

Tariff  levies  might  increase  profitability  of  the  steel 
industry  somewhat,  but  they  will  not  materially  aid  the  economy. 
They  will  certainly  have  a  damaging  effect  on  the  metalworking 
industry.   This  will  increase  the  cost  of  goods  produced  by  this 
basic  material.   We  believe,  in  fairness,  that  there  be  further 
studies  to  determine  the  effect  of  tariff  penalties  and  how  they 
will  impact  maritime  commerce. 
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Domestic  companies  buying  foreign  steel  products  will  continue 
their  overseas  purchases,  but  with  one  major  difference.  Now  they 
will  have  their  requirements  produced,  stamped,  headed,  slit, 
sheared,  blanked,  drawn  and  formed  overseas  as  well.  The 
assemblers  will  buy  their  parts  finished  overseas.  The  Americans 
here  who  now  do  this  work  will  lose  their  jobs  and  the  Great  Lakes 
will  lose  another  major  market  to  containerization  and  rail 
service. 

This  tariff  will  not  create  jobs  in  the  steel  industry.  The 
U.S.  steel  industry  will  not  hire  additional  people.  Tariff 
protection  to  an  ailing  steel  industry  obviously  will  restrict 
imports  and  will  strike  another  serious  blow  to  U.S.  ports, 
especially  the  Great  Lakes  ports.  Midwest  labor  and  the  American 
consumer  who  will  be  forced  to  pay  higher  prices. 

In  summation,  I  request  a  serious  review  and  assessment  of  the 
aforementioned  examples,  those  taxes  and  fees  which  I  have 
referenced.  The  positions  which  I  have  outlined  I  feel  will 
increase  and  strengthen  the  viability  and  competitiveness  of  the 
Great  Lakes  ports.  There  are  also  responsibilities  to  collect 
taxes  and  fees,  rollback  the  tax  level  on  the  Harbor  Maintenance 
Tax  and  responsibly  fund  for  its  collection.  The  Presidential 
proposal  to  authorize  annual  expenditures  by  Customs  for  increased 
enforcement  of  the  Harbor  Maintenance  Tax  is  compulsory. 
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AGOTC 

Agriculture  Ocean  Transportation  Coalition 


1225  Ninelcenlh  SI'eet,  N  W      Suile  200,   Washmglon.  D  C    20036     (202)  347  2060 


AGOTC  POSITION  ON  THE  MULTIPLE  USER  FEES  ASSESSED  ON 
OCEAN  TRANSPORTATION 


The  AgOTC  is  the  national  multi-commodity  agriculture  transportation  organization. 
Members  include  growers,  processors,  suppliers  and  vendors  to  the  farm,  forest,  fiber 
agriculture  industry. 

The  AgOTC  is  participating  in  the  coalition  organized  by  the  American  Association 
of  Port  Authorities  in  order  to  draw  attention  to  the  detrimental  impact  of  the  multitude  of 
user  fees  being  imposed  on  US  international  freight  transportation. 

Agriculture  comprises  the  largest  volume  of  export  In  US  foreign  commerce.  As 
we  know,  exports  have  been  largely  responsible  for  keeping  the  US  domestic  economy 
"above  water"  during  these  past  few  years.  As  both  President  Bush  and  President  Clinton 
have  publicly  stated,  export  markets  for  US  products  provide  the  greatest  opportunity  for 
future  US  economic  growth. 

Agricultural  products  tend  to  compete  in  a  world  marketplace  where  many 
countries  can  source  the  same  product.  This  means  that  margins  are  thin  already,  while 
substitution  of  foreign  agricultural  products  is  a  constant  threat.  The  same  is  true  for 
virtually  every  other  agricultural  product  we  export:  seed,  cotton,  forest  products,  nuts, 
rice,  fresh  fruit,  produce,  etc.. 

When  the  US  government  imposes  user  fees,  it  threatens  the  competitiveness  of 
US  agricultural  exports.  User  fees  such  as  the  harbor  maintenance  tax,  the  proposed 
barge  fuel  tax  increase.  Coast  Guard  fees,  truck  and  rail  fuel  taxes,  vessel  tonnage  taxes 
and  others,  combine  to  create  a  substantial  burden  on  US  exporters. 

We  are  concerned  that  Congress  continues  to  enact  these  new  fees  In  a 
haphazard  manner,  with  little  or  no  understanding  of  the  aggregate  cost  to  the  US 
exporter.  Thus,  AgOTC  is  pleased  that  the  General  Accounting  Office  has,  pursuant  to 
direction  from  the  House  Merchant  Marine  &  Fisheries  Committee,  assessed  these  costs. 
Short-term  Federal  revenue  objectives  can  and  do  impact  long-term  economic  viability  of 
US  agriculture,  and  the  millions  employed  in  our  diverse  industry. 

In  sum,  agriculture  is  the  largest  component  of  the  US  export  trade.  US  farmers, 
producers,  processors  and  exporters  cannot  continue  to  absorb  layer  upon  layer  of  fees 
and  trade  taxes  while  our  competitors  in  Canada,  Mexico  and  around  the  world  do  not 
face  similar  burdens. 
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Chairman  W  J  (Billy)  Tauzin 

Coast  Guard  and  Navigation  Subcommittee 

Washington  D  C  20515-1803 

Dear  Chairman  Tauzin 


In  anticipation  of  the  joint  hearing  to  be  held  on  March  25.  1993  by  the 
Subcommittees  on  Coast  Guard  and  Navigation  and  Merchant  Marine  we 
would  like  to  take  this  opportunity  to  acquaint  new  committee  members 
with  the  National  Party  Boat  Owners  Alliance  (NPBOA)  and  to  touch  base 
with  the  members  who  have  been  serving  on  these  committees  all  along 

Our  organization  has  been  representing  licensed  owner/operators  of 
charter  and  party  fishing  boats  excursion  and  ferry  boats  since  1952  We 
participated  in  the  formulation  of  safety  regulations  under  P  L  S^^l** 
thai  became  known  as  Subchapter  T  of  the  f^ast  Guard  regulations  which 
went  into  effect  in  1958  Through  the  years  NPBOA  has  offered  insights 
and  comments  to  subcommittee?  of  the  Merchant  Marine  and  Fisheries 
Committee  both  in  writing  and  through  testimony  al  hearings  additionally 
representing  such  organizations  as 

Sportfishing  Association  of  California 
Golden  Gale  Fishermen  s  Association 
Oregon  Charter  Boat  Association 
United  Boatmen  of  New  York  and  New  Jersey 
Monlaiik  Boatmen  s  Association 
Conneclicul  Boatmen  s  Association 
Interstate  Passenger  Boat  Association 
C?.pe  May  Charter  and  Party  Boat  Association 

Throughout  the  last  ^l  years  NPBOA  s  goal  hzis  remained  that  ol  keeping 
regulations  within  the  realm  of  the  practical  whether  they  involve  safety 
of  life  at  sea  vr  these  so-called  user  fees  Kindly  accept  the  following  comm 
enls  as  N'PBOA  s  contribution  to  the  information  your  committees  are 
seeking  during  the  scheduled  hearing 


Sincerely  yours. 

Capt  George  F  Glas 
Executive  Director 
Phone  (203)  535  206.6 
FAX  »2u3  I  535-8384 
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Cummenu  by  ihs  Naiioaal  Party  Boat  Qu-a^rs  AUiaac^  RenaiJiim  the  Effects  of 

'oa^t  Giiara  and  otner  Federally  Mandated  User  Fees  on  tne  Maritime  mausiry 

for  the  March  25   1)93  loint  Hearing  of  the  Subcoromitteg  on 

Coast  Guard  and  Navigation  and  the  Subcommittee  on  Merchant  Marine 

The  National  Partv  Boat  i>wners  Alliance  (NPBOAI  wishes  to  thank  the  committees 
for  commencing  an  investigation  into  how  user  fees  affect  the  maritime  industry  It 
IS  requested  that  our  comments  be  made  part  of  the  record  of  this  hearing 

It  IS  the  cumulatire  effect  of  multiple  user  fees  imposed  on  the  same  small  entities 
by  different  departments  of  the  government  that  threatens  the  viability  of  these 
•businesses  We  have  already  been  hit  with  fees  imposed  by  the  FCC  a  tremendous 
jump  in  the  beer  sump  fee  by  BATF  a  $3  00  departure  fee  and  while  it  is  not  in  the 
form  of  a  fee  to  the  government  the  high  cost  of  complying  with  the  drug/alcohol 
compliance  program  To  top  those,  as  of  this  dale,  our  segment  of  the  maritime 
industry  is  existing  with  the  proposed  Coast  Guard  user  fees  hanging  over  our  heads 
like  the  proverbial  Sword  of  Damocles 

After  having  received  reams  of  comments  from  operators  in  the  industry  and 
having  conducted  public  hearings  on  the  proposed  user  fees  throughout  the  country 
Coast  Guard  has  not  as  yet  published  an  Interim  Proposal  that  might  mitigate  the 
excessive  amounts  of  the  initially  proposed  fees  Until  Congress  gives  the  Coast  Guard 
some  direction  in  either  drastically  reducing  or  eliminating  some  of  these  fees 
altogether  we  are  still  looking  at  the  same  fee  schedule  proposed  by  Coast  Guard  in 
compliance  with  its  assignment  to  esLal>lish  user  fees  mandated  by  the  Omnibus 
Reconciliation  Act  of  1<)<W 

In  the  beginning  of  Coast  Guard's  efforts  to  establish  fees  we  had  been  assured  that 
they  did  not  want  to  drive  anybody  out  of  business  Yet  without  having  addressed  the 
entire  spectrum  of  services  to  be  taxed  Coast  Guard  has  dichotomized  that  premise 
by  saying  on  the  one  hand  that  it  expects  that  the  proposed  user  fees  will  not  have  a 
significant  impact  on  this  industry  while  on  the  other  hand  the  most  marginal 
firms  in  this  industry  which  were  making  little  or  no  profit  might  be  forced  to  exit 
the  industry" 

As  of  now  proposed  annual  Coast  Guard  inspection  fees  for  vessels 
■?4  f?et  or  less         "ii  w  ^?  f^eV       $?  ^o  130  ft, 
$820  S8S0.00  $109^.00 

Proposed  Coast  Guard  fees  for  marine  licensing  when  the  "Evaluation  Fee" 
"Issuance  Fee"  and  Partial  Exam  for  Upgrade"  axe  added  to  a  mariner's  mandatory 
physical  exam  and  drug  exam  the  total  cost  would  be  approximately  $30!l.OO.  When 
it  comes  to  the  cumulative  costs  for  a  new -license,  the  proposed  C  G  fee  is  S197,00  and 
added  to  that  are  the  physical  and  drug  exams  the  cost  of  obtaining  First  Aid  and  CPR 
certificates  and  the  cost  of  licensing  schools  Frequently,  small  vessel  owners  find  it 
a  necessity  to  sponsor  a  prospective  captain  and  help  pay  his  licensing  costs  Those 
costs  are  prohibitive,  averaging  some  $900,  without  including  the  expenses  involved 
in  lodging  and  travel  to  and  from  a  Coast  Guard  Regional  Examination  Center 

Coast  Guard  had  intended  to  issue  separate  proposals  on  plan  review,  admeasure- 
ment, progressive  inspections  stability  tests  etc  Therefore  we  still  do  not  know 
what  the  entire  fee  structure  will  be.  However,  if  Coast  Guard's  proposed  fee  of  $424 
for  an  excuesion  permit  is  any  indication  those  fees  will  be  excessive  as  well 

NPBOA  feels  that  both  Coast  Guard  and  Congress  could  alleviate  this  threat  to  the 
very  survival  of  large  numbers  of  small  maritime  business  entities  by  invoking 
Section  2110  as  quoted  by  Coast  Guard  which  states  Exemption  from  foes  "if  in 
the  public  iateresl"  Safety  of  life  at  sea  is  in  the  public  interest  That  was  and  still 
is  the  primary  purpose  for  compliance  with  T-Boai  regs  However  it  is  also  in  the 
public  interest  to  save  small  maritime  businesses  from  being  crushed  by  govern 
ment  in  this  instance  by  excessive  taxation 
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iCommenis  of  NPW^A  continued' 

Even  ihouph  such  businesses  especially  those  in  the  party  fishing  business  might 
be  marginal  in  Coast  Guards  estimation  they  manage  to  provide  a  family's 
sustenance  often  for  2  or  more  generations  They  need  the  boat  s  income  not  only  to 
pay  their  operating  expenses  which  in  turn  sustain  other  small  businesses,  such  as 
Bait  and  tackle  stores  docks  restaurants  fuel  suppliers  engine  and  electronic  parts 
and  repairs  gas  stations  motels,  ---  and  the  list  goes  on  They  also  need  the  boats 
income  to  pay  their  vessel  s  mortgage  In  many  cjises  family  homes  have  been  used 
as  collateraJ  and  when  a  boat  s  mortgage  isn  t  paid,  not  only  can  the  boat  be  seized 
for  sale  but  if  sufficient  moneys  cannot  be  raised  in  a  depressed  market  banks  will 
go  after  the  house  as  well 

At  the  present  time,  both  the  administration  and  the  congress  are  concerned  with 
helping  the  middle  class  which  has  been  so  hard  hit  It  would  certainly  be  in  the 
public  interest  to  help  small  maritime  entities  stay  in  business  through  the  simple 
expedient  of  not  taxing  them  out  of  existence  before  they  even  have  a  chance  to  earn 
any  income  S2  10-101  of  Coast  Guard  s  proposal  concerning  Annual  Inspection  Fees 
states  "  Pmynent  required  'to  est«blish  a  priTilege  of  inspection'  That 
is  no  privilege.  Inspection  is  a  mandated  requirement  Now,  paving  a  fee  for  that 
inspection  is  becoming  a  requirement  Either  you  pay  the  fee  or  you  are  out  of 
business!  Therefore,  payment  of  said  fee  can  in  no  way  be  construed  as  a  privilege". 
Unfortunately  this  is  an  anti-safety  regulation  precipitated  by  previous  administrat- 
ions that  had  no  understanding  of  what  it  has  Uken  to  achieve  and  maintain  such  an 
excellent  safety  record  Obviously,  the  bottom  line  was  of  paramount  importance  and 
safety  of  the  public  s  life  at  sea  be  damned 

Add  to  these  pending  Coast  Guard  costs  the  outrageous  charges  by  FCC  that  are 
already  in  effect  Inspection  of  small  passenger  vessels  is  either  S320  or  $360  depend- 
ing on  the  vessel  s  location  In  addition  there  are  fees  for  Renewal  of  Radio  Operator 
Licenses  ($35)  and  station  Permits(  $35  00)  and  base  stations  ($75)  And  let's  not 
forget  the  BATF  cost  for  a  beer  stamp  which  increased  from  $2'4  to  $250  per  year 

Mandated  drug  propram  minimum  costs  after  the  initial  start-up  costs  of  joining  a 
consortium  etc  range  anywhere  from  $186  to  $435  per  vessel  and  up  While  the  $3  00 
departure  tax  had  been  designed  for  ships  on  international  voyages,  because  of  a 
glitch  in  the  way  it  was  written  small  passenger  vessels  in  domestic  service  became 
entangled  in  that  net  After  prolonged  study  of  the  problem,  IRS  modified  its 
definition  of  "overnight"  which  took  at  least  some  of  the  vessels  that  specialize  in 
night  fishing  trips  off  the  hook  Others  have  been  pursued  by  IRS  for  back  taxes, 
penalty  and  interest  commencing  immediately  after  the  final  definition  of 
overnight"  was  published 

These  fees  are  in  addition  to  ever-increasing  and  expensive  equipment  regulations. 
However  a  potentially  devastating  "user  fee"  for  this  industry  would  be  the  much 
talked  about  BUT  tax  One  of  the  numbers  that  has  been  bandied  about  is  S(  per 
gallon  Lets  say  a  party  fishing  boat  uses  40  000  gals  per  season  Multiply  that  by  8« 
per  gallon  and  we  re  looking  at  a  tax  of  $3200  on  businesses  that  are  just  barely 
surviving  Add  something  like  that  to  fees  already  mandated  and  government  will 
have  succeeded  in  scuttling  a  lot  of  small  maritime  businesses 

The  fact  that  the  previous  two  administrations  pushed  for  these  user  fees  until 
Congress  finally  knuckled  under  does  not  mean  that  these  fees  have  to  stand  forever 
At  the  beginnings  of  inspection  service.  Steamboat  Inspection,  Congress  in  1886 
realized  that  the  program  was  for  public  safety  and  should  be  funded  through  approp 
rialions  Thai  continued  for  a  period  of  104  years  until  the  Budget  Reconciliation  Act 
of  1990  We  trust  that  the  (he  new  Congress  will  rethink  the  user  fee  aspect  of  thai 
Act  and  rescind  il  in  an  effort  to  help  small  passenger  vessel  and  coocommitanl 
businesses  to  survive 
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TESTIMONY  SUBMITTED  FOR  THE  RECORD  BY  JOHN  TERPSTRA,  EXECUTIVE 
DIRECTOR  OF  THE  PORT  OF  TACOMA,  WASHINGTON,  TO  THE  COAST  GUARD  AND 
NAVIGATION  SUBCOMMITTEE  AND  THE  MERCHANT  MARINE  MARINE  SUBCOMMITTEE 
OF  THE  HOUSE  MERCHANT  MARINE  AND  FISHERIES  COMMITTEE  FOR  THEIR 
HEARING  ON  THE  IMPACT  OF  FEDERAL  USER  FEES  LEVIED  ON  THE  MARITIME 
INDUSTRY 

On  behalf  of  the  Port  of  Tacoma,  I  appreciate  the  opportunity 
to  submit  testimony  on  the  effect  of  federal  trade  taxes  on  U.S. 
public  ports,  especially  in  the  Pacific  Northwest. 

We  endorse  the  testimony  of  the  American  Association  of  Port 
Authorities  and  the  other  members  of  the  Trade  Taxes  Group  that 
testified  before  your  subcommittees  on  March  25.  We  are  pleased 
that  Tim  Lovain,  who  represents  the  Port  of  Tacoma  in  Washington, 
DC,  also  chairs  the  Trade  Taxes  Group.  This  Group  seeks  to 
increase  the  awareness  of  federal  policymakers  to  the  adverse 
effects  of  trade  taxes  on  the  competitiveness  of  U.S.  exports  and 
U.S.  ports. 

Washington  State  is  the  most  trade-oriented  state  in  the 
nation.  We  export  products  from  airplanes  to  apples.  The  Ports  of 
Tacoma  and  Seattle  together  form  the  second-largest  load  center  for 
international  trade  in  North  America.  Most  of  the  products 
traveling  through  our  ports,  however,  are  en  route  between  inland 
U.S.  and  foreign  locations.  We  cannot  depend  on  our  local 
population  to  produce  our  traffic;  we  need  to  offer  superior 
P.O.  80x1837  •  Tacoma,  Washington  98401-1837  •  Telephone  (206)  383-5841  •  Telex  32-7473 
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service  so  shippers  will  choose  to  use  our  ports  rather  than  other 
West  Coast  ports. 

We  are  concerned  about  trade  taxes,  especially  the  harbor 
maintenance  tax,  because  they  impede  our  ability  to  compete  against 
ports  in  British  Columbia,  Oregon  and  California. 

We  need  very  little  harbor  maintenance  because  we  are  a 
natural  deep-draft  harbor,  but  the  Customs  Service  collects  a  lot 
of  harbor  maintenance  taxes  at  our  port  because  we  handle  a  lot  of 
high-value  products.  The  Ports  of  Tacoma  and  Seattle  need  about 
$100.000  in  harbor  maintenance  annually  but  our  shippers  pay  over 
$50  million  in  harbor  maintenance  taxes  annually.  In  other  words, 
we  get  back  about  2/10  of  a  penny  for  every  dollar  we  pay  in  to  the 
Harbor  Maintenance  Trust  Fund. 

As  a  result,  we  heavily  subsidize  our  U.S.  competitor  ports 
who  need  a  lot  of  harbor  maintenance.  Perhaps  more  important,  we 
risk  losing  cargo  to  Vancouver  because  Canada  doesn't  impose  such 
a  tax. 

These  problems  were  bad  enough  when  the  harbor  maintenance  tax 
collected  40  percent  of  harbor  maintenance  costs.  It  now  collects 
well  over  100  percent  of  costs,  however,  and  will  collect  even  more 
if  the  tax  is  more  strictly  enforced,  as  the  Administration 
proposes  to  do. 

Furthermore,  an  overflowing  trust  fund  is  an  irresistible 
target  for  extraneous  expenditures.  Several  legislative  proposals 
are  pending  that  would  use  the  Harbor  Maintenance  Trust  Fund  for 
purposes  unrelated  to  harbor  maintenance. 

We  are  swiftly  reaching  the  point  where  the  entire  system  of 
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harbor  maintenance  taxes  and  expenditures  will  need  to  be 
thoroughly  re-examined.  For  example,  should  ports  like  ours  be 
allowed  to  withdraw  from  the  system? 

Meanwhile,  other  trade  taxes  continue  to  proliferate,  as 
documented  by  the  recent  GAO  report.  Virtually  all  federal 
"services"  at  U.S.  ports  are  now  more  than  fully  financed  by  "user 
fees".  We  are  well  into  the  realm  of  trade  taxes  as  general 
revenue  sources,  not  just  reimbursement  for  services.  We  need  to 
appreciate  the  counterproductivity  of  taxing  trade  at  a  time  when 
we  need  to  increase  U.S.  competitiveness  in  the  international 
marketplace. 

We  applaud  several  initiatives  discussed  at  the  March  25 
hearing.  Although  the  inland  waterway  fuel  tax  increase  has  a 
minimal  effect  on  our  port's  shippers,  its  magnitude  clearly  needs 
to  be  re-examined.  Eliminating  some  of  the  minor  taxes  will 
probably  save  money  because  they  cost  more  to  collect  than  they 
raise.  When  the  budget  reconciliation  bill  comes  before  Congress, 
Members  should  realize  the  heavy  burden  already  imposed  by  existing 
trade  taxes  and  look  elsewhere  for  further  deficit  reduction. 

We  also  support  the  idea  of  follow-up  studies  to  this  baseline 
GAO  report.  We  caution,  however,  that  it  will  be  extremely 
difficult  to  measure  precisely  the  impact  of  trade  taxes.  This  is 
especially  true  with  regard  to  cargo  diversion  to  Canadian  ports 
because  there  are  so  many  elements  in  a  shipper's  port  selection 
decision.  An  impact  study  would  have  to  be  carried  out  at  a  very 
sophisticated  level  or  it  could  produce  misleading  results.  A 
study  of  similar  taxes  in  other  countries  would  be  an  especially 
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useful  part  of  such  a  study. 

We  appreciate  the  efforts  of  your  subcoitunittees  to  pursue  this 
important  issue.  We  look  forward  to  working  with  you  as  you 
continue  to  address  this  matter. 
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STATEMENT  OF  THE 

NATIONAL  COAL  ASSOCIATION 

AND 

COAL  EXPORTERS  ASSOCIATION 

ON 

THE  IMPACT  OF  FEDERALLY  MANDATED  USER  FEES 
LEVIED  ON  THE  MARITIME  INDUSTRY 

BEFORE  THE 

THE  COAST  GUARD  AND  NAVIGATION  SUBCOMMITTEE 

AND  THE  MERCHANT  MARINE  SUBCOMMITTEE 

OF  THE 

HOUSE  MERCHANT  MARINE  AND  FISHERIES  COMMITTEE 


The  National  Coal  Association  (NCA)  and  its  affiliate,  thie  Coal  Exporters 
Association  (CEA)  thank  you  for  the  opportunity  to  present  the  coal  industry's  views 
concerning  the  effects  of  maritime  user  fees  on  trade. 

NCA  is  an  organization  that  represents  coal  producers,  coal  exporters, 
equipment  manufacturers,  resource  developers,  coal-burning  utilities  and  transporters 
of  coal.   NCA's  coal  producer  members  represent  approximately  70  percent  of  the 
coal  produced  in  all  regions  of  the  United  States  and  NCA  members  serve  all  coal 

markets. 

CEA  members  represent  coal  producers  that  export  coal  as  well  as  coal 
brokers.  These  companies  represent  approximately  80  percent  of  the  coal  that  is 
exported  from  the  United  States. 

In  1991,  the  United  States  was  the  second  largest  exporter  worldwide  by 
exporting  108.4  million  short  tons  of  coal  to  more  than  40  countries  including  Canada. 
This  contributes  more  than  $4.6  billion  to  the  positive  side  of  the  trade  balance.   Coal 
is  the  17th  largest  U.S.  export  in  terms  of  value  and  the  second  largest  commodity, 
after  grain,  exported  from  the  United  States.  Australia,  Canada,  South  Africa,  and 
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Columbia  are  major  U.S.  competitors.  Typically,  about  10  percent  of  the  coal 
produced  in  the  United  States  is  exported. 

NCA  and  CEA  are  members  of  the  Trade  Taxes  Coalition  of  shippers,  carriers, 
commodity  groups  and  other  organizations  interested  in  waterborne  commerce.  The 
Trade  Taxes  Group  was  formed  as  a  result  of  the  1990  budget  agreement  which 
severely  increased  then  existing  trade  taxes  as  well  as  levied  new  taxes  on  trade. 

Two  years  ago,  we  submitted  testimony  to  this  Committee  outlining  the  impact 
and  danger  of  increasing  taxes  on  trade.  At  that  time,  we  did  not  have  a  full 
appreciation  of  the  scope  and  the  staggering  amount  of  taxes  levied  on  the  maritime 
industry. 

The  recently  released  General  Accounting  Office  (GAO)  study,  Federal 
Assessment  Levied  on  Commercial  Vessels,  now  provides  an  overview  of  the 
assessments  currently  levied  on  industry.  We  are  very  pleased  with  the  thorough  job 
done  by  the  GAO  in  preparing  this  study.  We  have  examined  the  study  results  and 
are  confident  this  represents  an  excellent  first  step  toward  understanding  the  impact  of 
these  taxes  on  U.S.  competitiveness  in  the  world  market. 

The  GAO  study  documents  that  $1 1 .9  billion,  including  $1 .9  million  in  user  fees 
and  taxes,  and  $9.9  billion  in  Custom  duties  are  levied  by  12  federal  agencies.  Of  the 
fees  collected,  89  percent  go  the  General  Fund  of  the  U.S.  Treasury.  Eleven  percent 
reimburse  the  agency  providing  the  service.  Revenue  projections  for  FY  1992 
indicate  that  user  fees  will  increase  to  $2.1  billion.  In  addition,  GAO  estimates  that  the 
28  pending  assessments  already  in  the  works  will  add  a  further  $23.5  million  in  FY 
1993  and  will  grow  to  $40.3  million  in  FY  1997. 

The  coal  industry's  concerns  focus  on  the  impact  these  assessments  have  on 
trade,  in  particular,  coal.  We  would  like  to  focus  on  three  specific  concerns:  the 
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harbor  maintenance  tax,  the  vessel  tonnage  tax  and  the  proposed  increase  in  the 
inland  waterway  user  fee  included  in  the  President's  Economic  Stimulus  Package. 

Harbor  Maintenance  Tax 

The  Harbor  Maintenance  Tax,  one  of  the  user  fees  in  the  GAO  study,  was 
tripled  in  1990  from  0.04  percent  to  its  current  level  of  0.125  percent  of  the  value  of  the 
cargo.  A  60,000  ton  movement  of  U.S.  coal  to  a  European  steel  mill  valued  at 
$2,760,000  pays  $34,500  into  the  Harbor  Maintenance  Trust  Fund.   It  is  in  the  interest 
of  the  coal  industry  that  our  ports  be  maintained  and  in  some  cases  deepened  to 
permit  the  passage  of  larger  vessels. 

However,  we  take  note  that  prior  to  the  1990  harbor  maintenance  fee  increase, 
sufficient  funds  existed  in  the  Harbor  Maintenance  Trust  Fund  to  cover  its  intended 
use.  The  increase  was  justified  in  order  to  cover  100  percent  of  the  Army  Corps  of 
Engineers'  Operation  and  Maintenance  costs,  instead  of  the  originally  mandated  40 
percent.  Since  the  time  the  tax  was  tripled,  a  surplus  of  more  than  $120  million  has 
accumulated  in  the  Fund.   Based  upon  Corps  of  Engineers'  calculations,  the  full 
operation  and  maintenance  costs  can  be  met  at  the  original  level  of  0.04  percent. 
We  urge  the  Committee  to  evaluate  a  roll-back  of  the  tax. 

We  understand  there  are  efforts  to  authorize  use  of  harbor  maintenance  fees  to 
fund  the  activities  of  the  National  Oceanic  and  Atmospheric  Administration.    We 
oppose  in  principle,  the  expansion  of  the  uses  of  the  trust  fund  beyond  those  originally 
mandated.  The  surplus  in  the  Fund  should  not  be  used  as  an  excuse  to  raid  the  trust 
fund  for  other  purposes. 

Vessel  Tonnage  Tax 

Our  second  concern  is  the  vessel  tonnage  tax.  The  350  percent  increase  in  the 
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vessel  tonnage  tax  continues  to  be  a  concern  to  the  U.S.  coal  industry.  This  tax  is 
collected  on  vessels  arriving  in  the  United  States  from  foreign  ports.  In  the  case  of 
coal,  this  is  truly  a  tax  on  exports.  Coal  carrying  vessels  often  arrive  empty  at  U.S. 
ports.  Therefore,  these  vessels  are  assessed  the  full  tax.  As  a  policy  consideration, 
we  must  question  the  taxation  of  exports,  which  are  subject  to  intense  international 
competition.  In  the  case  of  coal  and  other  bulk  commodities,  such  as  grain,  the  cost 
of  this  tax  is  incurred  by  coal  exporters  in  the  form  of  freight  rates. 

Specifically,  Japan  and  Europe  represent  the  destination  for  more  than  half  of  all 
U.S.  coal  exports.   Coal  being  shipped  to  these  destinations  is  paying  the  higher  of 
the  two-tiered  rate  --  $0.27  per  ton.  As  part  of  the  budget  agreement,  the  vessel 
tonnage  tax,  in  1996,  was  to  revert  to  its  original  rate.  The  Administration's  budget 
economic  stimulus  proposal  assumes  the  continuation  of  the  tax  at  its  current  rate. 
We  do  not  support  increasing  taxes  on  U.S.  exports. 

Inland  Waterway  User  Fee 

Our  final  concern  covers  a  fee  not  covered  in  the  GAO  study  but,  if  enacted, 
would  have  severe  impacts  on  the  domestic  and  export  movements  of  coal.   Included 
in  the  Administration's  economic  program  and  listed  as  a  spending  cut,  is  a  proposal 
to  impose  an  additional  $1.00  per  gallon  diesel  fuel  tax  on  commercial  navigation  using 
the  inland  waterways.  The  new  tax  added  to  the  existing  barge  fuel  tax,  which  will 
increase  to  $0.20  per  gallon  in  1993  under  present  law,  would  significantly 
disadvantage  domestic  use  of  coal  causing  increases  in  industrial,  commercial  and 
residential  rates  for  electricity  and  would  erode  our  competitiveness  in  the  world 
market  causing  critical  losses  in  U.S.  coal  exports. 

In  1991,  approximately  154  million  short  tons  of  coal  was  moved  on  the  inland 
watenway  system  with  85  percent  carried  to  domestic  customers  and  about  15  percent 
moving  to  export  terminals  near  New  Orleans  and  Mobile,  Alabama.  Approximately  24 
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million  short  tons  of  coal  exports  valued  at  $1  billion  would  be  impacted  and  quite 
possibly  lost  by  an  increase  in  the  inland  waterway  user  fee.  As  this  coal  cannot  move 
into  an  already  "saturated"  domestic  market,  jobs  in  the  coalfields  and  on  the  river 
would  be  lost. 

An  export  movement  of  coal  from  Huntington,  West  Virginia  to  the  Gulf  would 
incur  more  than  a  $3.00  per  ton  increase  in  its  barge  rates.   In  the  extremely 
competitive  international  coal  market,  as  little  as  $0.10-$0.60  per  ton  results  in  a  U.S. 
coal  exporter  winning  or  losing  a  contract. 

While  it  may  be  argued  that  not  all  of  the  exports  will  be  lost,  the  coal  that  can 
move  to  rail  will  not  be  exported  out  the  Gulf  and  coal  exporters  could  expect 
increases  in  rail  rates  due  to  the  increased  demand  for  rail  and  the  loss  of  a  very 
competitive  alternative  to  rail. 

In  conclusion,  taxes  on  trade  undercut  our  competitiveness  in  the  international 
market  at  a  time  when  the  United  States  should  instead  be  expanding  its  trade 
horizons. 

Congress  faces  the  daunting  challenge  of  reducing  the  deficit  while  encouraging 
economic  recovery.  We  urge  you  to  resist  the  temptation  to  increase  or  enact  new 
trade  taxes.  We  further  recommend  that  no  increases  or  new  trade  taxes  should  be 
enacted  without  the  mandatory  assessment  of  the  cumulative  impact  on  trade  and 
international  competitiveness.  The  GAO  study  is  an  important  first  step  in  assessing 
these  impacts.  We  recommend  that  the  Committee  pursue  a  second  phase  of  the 
GAO  study  to  estimate  and  better  quantify  the  cumulative  impact  of  these  taxes  on 
trade.  The  NCA  and  CEA  offers  our  assistance  and  support. 

We  look  forward  to  continuing  this  dialogue  and  to  working  with  you  to  enhance 
the  competitive  position  of  the  United  States  in  international  markets. 
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